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> UNTTED STLTES OF AMERTCL
SENE ] CIVIL AERCULUTICS EOLTD
; EAR RE-REVIEW W.SHINGTOU, D, Ca o
y
DO CKET NOS, 3041 AND 3818
U.S.~EUR0 FE~{TODIE BAST CARGO SERVICE Gl T

Tn the matter of aprlications of Scaboard & lostern Liirlincs, Inc., and
Transoccan Air Lincs, Inc,, under goction 401 of the Civil Acronaublcs lct of

1938, as amcnded, and such othor scctions as may be applicable for a certificate

of public convenicnce and nceessity anthorizing the transportation of property
in air transportation between arcas and/or points in the continental United

Statos and arcas and/or points outsido the continontal United States detalled
herein,

KTORT OF EXAMINER.WARREN E. BLKIR

Served: AUG 25 1950

Upons ’
Douglas M, Amann, 25 Broad Strect, New Yozk, W. Y., for Scaboard & lestern
Airlincs, Inca ‘ '
Richard R. Petbit, Oakland limicipal Airport, Oalkland, Caiif,, for Trans—
occan Kir Iincs, IncCe : -
Elihu Séhott, 52 Wall Street, Now York, M., Y., for lan Amcrican Uorld Alr-
Ways, INnCe (formerly Pan ,mericon Alrvays, Inc.s. '
aeorge he Spatcr, R5 Broadway, Now York, N. Y., for Trans Vorld Lirlines,

" T, (formovly Transcontincntal & Westorn Air, Tnca).

William Po Bundy, 701 Union Trust Building, Washington, D. C., for lLmorican
Ovcrscas Lirlines, Ince ’ ’ - '

John 7, Iorch, 231 So. IaSallo Strect, Chicago 4, 111,, for United Alr Iincs,
G Stownrt londorson, 22 Iight Strect, Baltirorc 2, Iidy, for Baltimorc
Associntion of Commercc, : :

G. Forricr, 703 City Hall inncx, Fhiladclyhia, Pa,, for the CGity of
Fhiladélphia, :

Se He liocrman, 743 Investment Pullding, tashington, Ds C., for Fort of
Now York Authoritys ' :

frank B, Strobhar, 39 Chatham Drive, Dayton, Ohlo, for Dayton Chamber of
Comricrcla : o

J. Fo Bishop, Fublic Counscl,

Txcoptions, if any, to mattcrs contained in this report must be filed with
the Scerctary, Civil icroneutics Poard, Weshington, D. C., and Scrved upon
all comnscl within 10 days from the datc of scrvico shown above, Bricfs may

b filcd and scrved upon all partics within 20 days afteor the date for filing

cxccepbions.
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\pw/ UNITED STATES OF AMERICA
| CIVIL AEROWATUTT CS. BOARD
TIASIIHQTON, Do Ce

- DOCKET K0S, 3041 AND 3818

U.S,~EURO FE~-MIDIIR DAST (Lr00 SGRVICE CASE

Recormended that the Board find thah the public convenlence and necessity do
mt require the certification of Seaboard & festern Airlines, Inc., or
Tvansocean Alr Lines, Inc,, to provide air transportation of property
between the United States and Europe and the Middle Tast,.

Appearances: .
Douglas I, Amann for Seaboard & Western Airlines, Inc,
Richard R, Pettit for Transccean Alr Lires, Inc.’
it Sohott for Pan American Vbrld Airways, Inc. (formerly Pen American
. Avways, InCa)s . ) :
Georpe L. Spabter and Joseph S, Iseman for Trans VWorld Airlines, Inc. (formerly
Transcontinental & Western Alr, Ince)e ‘ '
Howard C. Westwood and Viilliam P. Bundy for American Overseas Airlines, Ince
Tohn T, lorch and Joseph A, Reilly for Thited Alr Lines, Tnc,
Ge Stewart Henderson for Boltimore Association of Commerce,
G, Farrier for City of Philadelphia. C
T. 0. Voerman and Robert I, Helliesen for Fort of New York Authority,
Trank E. Strobhar for Daybon Chamber of Comnerce. ‘ '
3. F, Bishop and Daybon Cagbo, Jr., Public Counsel,

This proceeding involves appli;cations of Seaboard & Western Airlines,
Inc,, (rbferrod to a8 S.‘eaboardi, aﬁd Transocean Alr Iines, Inc., (referred to
és Transocean), Docket Nos; 2641 and 3818;, segking to provide cargo-only
séi‘vié,es between the United States, Burope, and the iddle Bast, By order of
the Board, sorial No. E-2860 daﬁed May 23, 1949; these two dockets were con-
solidated for_hoéri‘ng and de'cisi§n. Four certificated alrlines — Trans torld
Arlines, Tne. (formerly .Trénscbntiﬁental & Westorn Air, Inc,), American Over—
scas Airlires, Inc,, P.;xn _Amricén World Alrways, Inc. (formerly Pan Amorican
Mrways, Inc.), and Thited Adr lines, Ince (hcréinaftcr referred to as 'IW"-IA‘, LOh,
Fan Americén and United) — were pormi‘btéd tc‘aA intc;vo,no along with the Chamber

of Commorce of Baltimore, }d., the City of Fhiladclphia, Pa,, the Port of
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New York Authoritf!'-sﬂ'York, Ko Ya, Kényoﬁ Gpunty"‘ ort Board, Konyon,
Kye, and the City of Fnﬁton, Ohio,

Copio% of the appl?catidns horg 1nvolved ﬁogether with all amendments
were transipitted to the\?rcsident‘of the ﬁhited States, pursuant te scction
801 of the Act, 4After #ue notice tp the public and to all intercsted partics,
in‘accordaﬁco with thc%rovisiongwdf thclﬁct;'a:?ublic hoaringrwas held and
bricfs were filed with ﬁho Examiner,

The applications in\thisvproccoding are governed by sections 401 and

801 of the-)ivil Aoronau%ics'ﬂot of 1938, as amended,  Scotion 401(d)(1) pro-

vides, in b rt, that thO\ Eoard shell 1$sue a ccortificate of public convenicnee

|

and nocoési%y authOf’21n% the whole om any part of the tranSportntlon covered

by the application if 1t\f¢rds that the appllcanu isg fit, willing, and able

to pcrform sach transporta Jon properky and to conform to the provisions of

the Act, the‘Lulcu, rogu]atlohs and requirements of the Board tncrcundcr, and
that- such UTQHSCortLthH)LS rnqu1red by the public convenience and nccossity,
The Poaxd hpj sot forth in a nunber of its decislons the fundemental principles

|

which have hden given COHjlﬂGfthon in dluPDS]tlon of qim"lav applications
and they will not all be ﬁcpoatod here, However, the specific proof goncrally

required is an affirmativc§showing that (1) the proposcd transportation would

serve a uscful public sarv?ce responsive %o the public neced, (2) such need

could not and would not hoiadoquateky scrved by cxisting carricrs, and (3) the

public need 8o determinodjould be seorved by the applicant yithout impairing

the operations: of cxisting!carriors contrary to the public interest. Scetion

801 provides that the issuanecc denial, or amendment of any cortlflcatc
v Sy F 3

authorizing a Tarrior to QHFJ”O in overgons or forcign air transoortatlon

shall bec subjeet to the appfoval of the President and that decisions of the
Board shall be submitted to|the President before publication thercof,
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The paramount issuc in this procceding is whether the public convenicnce

and ncecessity roquirce additional air secrvice providing for the transportation

of property only between the northoast gquarter of the Uhited States ond Turope

and the lfiddle East. Roughly spoaklng, tho arca undor considcration in the
United States is bounded on the south by St, Iouis and Washington and on the
west by St Iouds and Chicagq. Domcsﬁic‘éuthorizatidn is not applied for and
tho scrvices would be transatlan%ie in nature, Included in the area on the
othor side of the Ltlantie aro tho.British Islcs, all of Turope including the
Seandinavian Poninsula, ana théso counﬁrios known usually as the Middle East;
with Pombay being the most castern poiﬁt,‘ Both applieants in this proceccding
seck a cortificate of temporary or permanent naturc, prcferdbly utilizing an
arca type cortificaticn; although thcy have in the alternative requested
dosignétion of points as sct out in Appendicosv'I and”II;A

Lt prosont; with fow cxcoptions, there is a certificated Americen carricr
offbring; arong other things, air transportation of pfoéorty betwocﬁ the points
or arcns for which the applicants proposc sorvice, TIn addition, in most
instances therc arc also scheduled foreign carricrs authorized to provide
Similaf sorvices, While the scrvices of the American certificated carricis
also involve the transportatipn of passcngers, cach of the carricrs is opcrating
on a‘basis,whiqh roquires a substantial contribution by the Government of the
United States in the form of mail paye Vhilc some of this mail pay represents

compensation for transporting mail, a comparison of +the ton milc charges to

passenger traffic and freight 1n6101tcs that part of the mail pay rcpresents
subsidy for the othor sorvices, 1hild no dircet allocation of costs has

proviously been made bv those earricrs w01ch would determine what portion,

il
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if any, of this subsidy i

ﬁ B | |

s attributable to the carriage of freight, it is

obvious thatia great por.t‘f.on of their frcight revenues are derived through

the utilization of _space crn passonger plancs which would not othorwise be

uscd by passgngors, TH@;«?i‘oro, to, the extent any revenue from utili zmg th:.s

spa_cc makes o con uI‘lbut’pﬂr towardg ovorhcad beyond the ou’c-—o f~pocket costs s

— T

it lightens the f:.nanc:al bwdon on the United States Govo rnmont.

r——

\\ e

The thr“oz Lrerican caT ricrs certificatod to provide scrvice between -

Y

thc arcas heré wnder cons\ifferation are WL, AMOA, ond Pon lAmcrican, 48 of

‘the time of the heoring in this proceeding, only Pan American and TVl were

opcrating any equipment a‘pvotcd to cargomnly operations, TFor a shord ox ‘

‘porimental perfod AOA oporafcd one wcekly round trip mth an all—corgo plenu

but dis con’o:,nu pd

such operations prior to the hearing, In fact , almst 80

D

percent of allithe froight parriod by thesc threec carricrs was transportaed

it

in combination lpasscngor m<§ freight 'urcraft. Inosmuch as sorvices are al—

|
" ready authorizad

. :
into arca twnlch the appllcanbs horein propose to serve zmd

inasmuch as a spbstantial ar:xoun oi‘ compot:.txon for the tmfi’lc alre dy oxists

between the prebently ccr’cn flC'\uOC. carricrs and forcign carrzcrs, an :|.mportant

issue in thie procmm ing 15 +ho conurlauunn which the sorvices hcroln pro—

N

posed by the appliconts we uWT z“ﬂko towards attalning thosc onds set forth in

- gection R of thq

Cj,vilv"‘“;'o'roizl?utics'Act whith will natcbe provided by the

carriers presontily authorize la

!._/ Pan imerican has purchased the assebs of A04 and sought anproval of

this purchase of
transfor of cert]
dated July 10, 1

of asgsscts has beg

assebs ‘and sought approval of tlds pur chasc of assets and
fientes Appyovel was gr &mtod in a decision by the Board
50, Docket No ;589, ct al,’ Consummation of the transfer
i} held up dug l.Lb:\.gu ulon. ’
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CONTENTIONS OF PLRTIES

Applicantse = The applicants contend that a coftification cnabling them
to provide the scrvice which thoy cnvisage woﬁld offor ﬁany public boncfits
not now attainable, First, it is contended that the cstablishment of a pcol
or cargo alrcraft as well as an orgénizﬁtién of persohnél to opc;ato such

/\\
pool will agsist in building a reserve for usc by the military forces in the X

event of national cmergoncy, It is contended that this pool will be uscd ih

transporting commercial froight overscas, a trade which would largely vanish
in the ovent of such.national omergoncy; and thercby fﬁéé thé oguipmont and
porSOﬁnoi fbr use by the military, It.islthus_conténded that certification
ojha cargo-only operator would provido public}boﬁefits supporting owr naticnal
defenso, |

Sccendly, it is COnﬁondcd that the granting of the authorization sought

in this procceding would rrovide a yardstick for determining the proper standard

of costs for the transportaticn of rroperty—only which would cneble the Civil

My
——

deronautics Board to measure the cfficicney of the preosontly cortificated

carricrs with rospeet to thoir cargo~only operations rather than dopeﬁd upcn
an arbitfary alioéation of costs between types of traffié:
It is further urged that the certificaticn of a cafgo—only operator
to provide sorvico.in this‘fiold without the benefit of any subsidy orbguarantee

of succcssful operations by the Government will stimulate cxperimentation

v

in such matters as new cargo handling techniques and developmental proccdurcs

2

including the cutting of costs and the lowering of rates in an offort to CLE R

late the movement of mass quantitics of cargoe It 18 further argued by Sea-

board that the type of operasion which it proposes, namely a demand service
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operation, i
on fixed rov
the movement

venient to g

| ﬂ”“‘!

L -'6—

g suktod to

~

tes with flx d schedules of the certlflcatcdvparricrs tiecd in with

!

tho needs of the shipper of freight while he oporation
of passcnge)f and mail is only incidentally or accidentally con—

sbipper. I is therefbre arguod that the cortification of its

proposed operations WOUl prﬂviﬁo acncflts to the shippers themsclves and to

the commerce

of the Urn.t d States which cannct or will mot be prov:Ldod by a

h

g,

]

corricr primarily 1ntores ted in the transpertation of passengers and mall.

Airline

carricr intervencors thot

They asscrt

transportati
and. that it
equipment so

able for use

that the maintonance of a

a-public ben

Lffrricrs.

With res

that a compal

that the maint

intorvqners.‘ ~ It is conbended on the part of the certificatoed

none of the benofits urged require now cortification,

preew—

tenance of the peol of equipment and personncl as

r the nﬁ,litéry forees can be atbained equally well through the

on of a similor amount of cargo by presently cortifi cated carriers

F_s. unimroi‘tﬁnt who 'xctuglly employs the personncl or operates the

long as it i5 Cng"ged in thls nyne of operation and +horoby ava:.l—-

in times of national cmergencys It is thus urged that, assu_ming

ool of equipment and personncl is dcsirable, it is

. : .
£t which can be provided adequately by the presently certificated

pcet to a cost yardstick, the certificated carricrs first arguc

isen of cogts between domestic cargo—only operators and domestic

ma—

passcnger ang

cargo operators will provide a sufficient yardstick, if ncededs

sceondly, the

carricrs in i}

cach individL

additional e¢o

amount of ‘c'ambotition from forecign as well as prcscnt lnerican -

he j.ntorngtv\nql ;f‘:wlri has so diluted the traffic a uV&ll&blO for

al carricr ag to aa.kf‘ 1t oconr:rncolly usound to autborlzc

i [
rriers in this markete ilu}w respeet to the oxpormontnl value of

Approved For Release 2010/03/26 : CIA-RDP57-00384R000800220162-3



Y R . -
Approved For Release 2010/03/26 : CIA-RDP57-00384R000800220162-3 *
a cargo~only operator, the cortificated carriors take refuge in the statement

that both of the applicants in this pmocooding have becn operﬂting under-
exemption as irrcgular cwrgo carr:crs in the intcrnational ficld for several

years and arguc that neithor carrior has inauguratcd anything noew in cargo .

N ——

oporations and in fact in most instancos has mcrely ado;mod prﬂcticos and

precedurecs of tho COrtlflCWtOd carriors with tho oxception of certain illegal
rﬁte~cuiting, rebate, and diSCount pmacticcs. It is argued furthor by the-
ceréificatcd intervencrs that cven if it were debermined thab public bencfits

weuld rosult'fvom the certification of .one or more cargo-only carricrs, the

Tt

i

impact of another c"rrior in the linmited air ITOJghL field would rosult in‘a
N . """ﬂan.....“
deercase in ruvonucs atta:nablo by the ccrtificnted carriprs through bho

T

trans*ortation of fr“lght and wculd thoroby 81gnificantly increasc . thc cmst

s

of the passengér and mﬂil sorVicos of thoso ca rriors and result in an incrcase
in suaoidy rcquirod frnm tho Tedoral Governmont, -

The cortificéth intorvencrs alsd allege that, cvon if tho Ebard should
find that ﬁhé'béﬁ5fit§ attaiﬁiblo éutﬁoigh the adverse cffoct on the cortifi-
‘cated carriers wnd thc rucord supports a finding that the public convenicnce
and nCCCSSity require an addisicnal cargo-only scrvice between the Uhitcd

States, Buropc, end the Middle East, noither of the two applicants is fit,

willing, and able to provide the services inasmuch as cach has rcpoatodly,

kncwingly, and JilliuliJ viclated the ClVll Aornniutics Aet and the rules

and rcgulations iosucd therceunder by the Civil aerona utics Doarde It is

contended that this is amply Homrnstrﬂtod by the reeords in tho onforcomont
2/ .
proccedings againsb thesc o - cnrrﬂors, by the deeisien of the Civil

2/ Iwvostigation of Seaboard & Testorn airlines, Inc,, Dockot Noo 3346
decided Junc 6, 1950s Transocean Ay Lines, Inc,, anforcenent Proeeeding,
Docket No, )244, HCCJdcd June 6, 1950,
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Aeronaytics Board in finding that each of these carriers has violated the

B |
..

- e

Aet, and by evidedca mtroduced _mto thls record relat:mg to contlnuatlon
: B cont !

of various practides concluded by the Board to be :Lllegal after t‘qe close

of the pfoceed_ings in the- enforc,ement ceses, Thus, it is contended b'r the

|
intervening carrier‘ that Under no cucwnstunces could or snould a certlflca“be

l
. ' |
of public convenien ce and neces Erl’sy be 1ssued to either of these appllcants .
‘ .. v \

Inlcipal inte:*veners. —~ It is the cor*tentwn of the C:Lty of P}llladelphﬁ.a
| | C

that the principal need of the ]‘hlludelphla area is for a cargo service to

=

.
| " |

Europe‘which Would mt J_nvolve ’t;ranshlpment. The W:.tness for Phlladelph:La ‘

pdinfoed out that ’c,h pfesent frew ght serv1ce from Ihlladelphla to Europe ‘
requires either a shlpment by alr to New York, with the danger of loss or
misplac ement Wheﬂ the shlpment :|s transferred ’oo an 1nternatlonal plane, oxr

shipment by suri‘ace means to New York vnth s:Lmlar problems of delays The

posd.tlcn of the Balblmere.C}vamber oi‘ Gomerce was somewnat elnlllar w:d;h respect
to it.s freight se:cj'vche. Bal‘g’i:rdc>re aesert,s that it is one of the vmos‘o mportlant
points:in volume‘ for exporting irom the Um.ted States and in some reSpec’os |
‘e:!'ceed< the totalitozmage oynortod by the Port of New York. ThlS :Lntervencr‘

|
pointed out that ’6’h Foard founc that Baltlmorc rcqu:l.rcd adequate 1ntematlonal
i | .
air s.crvice and’ cerbificated ADA, fan Arrierican} and _TWA to _Vprovi‘dc “tho scrvipo

| 3
from-Baltimore, 'but that none of the carriers has as yet provided service or

A i

indlcated that t‘hey intend to do so. Baltlmore contended that the neceds of
EO o o o

foreign commerce, particulerly of the Baltimore arca, require oithcr a one

planc direct servico from Baltirore to Europe or an indircet scrvice via

I
|

N -
Clh e

_Eﬂ/ Iﬁtcfn ﬁionil'Aii' éewic‘o to Balt:.mcre s 6 C.‘ eDe 621.
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New York with equa.l:Lzod rntes since tho Balt:l.more arca is dircetly compct:.’olvo
w1’ch the New York port area. The: Cl’cy of DaytOn, Ohio took tho' pos:n.t:.on tha’c.
it favors any increase in froight service whlch would expedite thc shlpmonts
of that area to Europs anc. thus i‘avors Seaboard 'Wthh proposes service to A»
Dayton as onc of the po:Ln’cs in the area whi_ch it sought -au’oh_orlzatmn to

gerve in the United Statcs.

‘The Port of New York A,uthorlty contonded that the certification of an
&ll—c:xrgo carrior to prondc serv:.co 'betwcen New York and Europc and the o
M:,ddlc East is requ:Lred in order to develop air fro:.ght transportat:uon. Dl
goneral “the’ Port of Now York ;li.u;ohorl"by cmguod that an all—cargo carrier
.rende:c%s,,,aA disfinect typc of scrvice differing from tlf%at provided by the pre'sen{-,__.
ly cé'-'r"oi'fiéatﬂed carricrs in that its shipments are substantially heav:.or,
attract substan’olally difsf eront 5cozmnod1tles , and have larger. volumes to differ—
ent points. . The PBrt of New Yo;'k Authorn.‘ty. also argued that the. domand and
~area ‘ty"pe cortificaﬁé mvouid more adociuai.:oly mect tho ﬁccds of a:'Lr ﬁ"eighﬁ than'

the rouse or schodule, typo scrvice which is presen‘oly authorlzed.

2&1 genoral ’cho data submlttcd by the ImJ,nlcipal interveners, o’ohor than

|

the usual communlt T of 1nterost data, relates to the sorv:_ces I;fx'esently authoriz—-

s b i

cd and is similar to that information supplled by‘ ooaboard. Tn fact a sub~

stan‘blal amount of tho data prov1dod 'by Port of Now York. Authority' relates to
Scabo rd. ‘Tho' Por’b of New York Authorlty made a survey using, srot checks of
the shlpmcn'bs o'f tho cor‘olflcated alrlines ‘and the nonsohodulod a:_rlincs on

different days of the weck for a porn.od of some 20 chks. Insofar a8 'bhlS ‘
data is rel:wd upon to show womghb of shlpmont :Lt 1s similar to the shipment
data submtted in this pro ceodlnw and. ths deflm.tfbon of ‘shipment adopted at

the prcohearing conforenCG was apps.rcnt'ly uscd, pa.r't.lculﬂrly by the nonscheduled
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v _ .T. N |

| | et ’i,“fi e iO - S
carricys covered i :'Ln the survoy.' Boforc dlSGUSnlnf" the nood for tho proposed

»
Bt

gorvicgs, It appéax‘" necess-wry ’co exanine ho nuturo of the £wo appl:s.cants

| ‘and thair ‘propo¥aals‘- | "

¢
(3

. NATURE o*" APPLICMTS AND PROPOSED OPERATIONS
‘EMSOCean. ~ Transocean AZLI‘ In.nos ﬁs ong of the largcr irregular 1nter—-
na.ti?ml alr carrle s and has bcen prov-.x.dmg a:.r tra.nSportat:.on s:mco March 6,

19_46; Orlglnally organlzod u.ndor the name of Onat, Transocean, under a sub--
' |
contract from Unlte Adr Ianos, transported personnel for the A:.r TrmSport 3

Comixunci across the 3.01flc. Tra.nsocean wag 1ncorporated on May '7, 1946 and .

the rocord showa t}rq’o all of :Lts off:Lcers and. dlrectors and over '75 percent
ofi‘bs shareholdcrs are. c:.’o:Lzens of ’ohe Un:u.ted S‘bates,; Wlth an 1n:.‘c.;1.n;l. caplta.l
ﬁ,nvesment of only $2OO 000 reprosented by 40 OOO shares of no par comnon stock,v

'Ifaf_a:n:séc an began operation with one DC—-A, Acoordlng to its consolldated bala.nce_;:

‘i, |
|

‘ghoet of Oc’c.ober 31 1949, v Tranaocean had assets totaling $4,194,892.’71.

During bhe past year, _Transocean hrrs been operatlng twelve D0—4 's ,' seven of
('

‘Which 1b ownsg ou‘cr:{.g t and fwe of wh:.ch it has 1eased and six C—-46 ’s leasedA,

from t,h;, U.S, Arr;y. 1
. , ‘ 1
,"'Dunlng hc pwt 3—-1/2 years, Trzmsocean has obtalned cmpera.ence operatizrg

i
.bOth,; 1eduled and nonschoduled E‘lights to all corners of the world, It has .

island bases on Ho olulu, Wake Guam, and Oklmwa major opora.tln bases at
AL I’(\ 2, ) 3 ) J g

Ockland, Callfornla w.nd. Bradley Field, W:LndSOr Iocks, Connectlcut, and enroute

; i
bases at Gander, Ncwfoundland Shannon, Eire and Rome, ,
= B ¥
As part of :Lts opc;r_a’oion:;, it establ_l,shed a suvbsidiary corporation known
as A.irvcv raft mgmeer:.ng and_ B;Taintenance,_ .Conpany for the overhaul of alrcraft

on a p»rc)duction_line bas.L.J,' Th.L»: comp'my has Just comploted an overhaul
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contract of G~54 aircraft for the-Arny Air Forces involving‘mo:é than 235
complete overhauls. during the,'las’c. 19 months at an average cost to the Govern—
ment of approximately $35,000, Transocean also acquired a controlling intorest
in the Oakland Alrcraft Engine Service Compeny and estabiisﬂed the TaloaIAcademy
of Aeronautics, providing public piloﬁ ﬁraining fagilities in aireraft from
65 horscpower to thohla’z'gest foﬁr—-engi;m equipmen’o; It oper‘gtc'adv foi' several
yoars under cohtract;wiﬁ1 thevtﬁvil.Acfonautics Admﬁnistration the experimcntal
1and1ng ald statlon at Arcata, Callfbrnla where tho v1suel alds to nav1gation
phase of allawoathor flying was bclng developod \
In 1946, Transocoan s opcr'atlons 1ncluded the carrlﬂge of froight and

passengers between the Un:l.tcd States, Manila, Hongkong, and othcr po:.nts in
“the Far East undor tho aforcsaid contracts with the military forces. It later
6p§rated scheduled sorvices uﬁder cdntract with PhiiippihorAirlines between

’Callforn:.a and Monila undor th’xt carrler !s foreign air carricr permit and

betwcon Manila and Spaln. Unrlor this managomerrb contra ct, Transoce'm prov:.dod

not only the cqu:mecnt and porsonnol, but a;Lso managcrial c’!.irection of the
scheduled operations, Subsequently;, it s0ld two of its DC—4's to Philippine
Airlinos and after a transitional period:, Philippinc Airlines operated its
‘s‘érvicosl under its O'Wn.CﬁI‘OC'bion. Since the conclusion of its mshage;ment
contract w:.th Huj.lpplne All'llnGS', Tranuoccan has oporated in the Pa.c:.fic pure
suant to contracts entored 1nto with the major constructlon cofnpanies estab~
1lsh1ng defense f'A.c:Llrbles on the various Pacific island ba.sos, partlcularly
Wake, Guam, and Okinawa, and has prondod a ‘certa1n4arrbunt of 1rrcgular common
carriage f]ights between C'J.li.fornia and Hawaii and other islands transporting
both passengers and cargoes During 1949 Tronsocean v}as éxvarded a contract for
a weekly fllght carrying frclght betwoen Cal:.i‘ornla and Tokyn for the Nﬁlitvary

-
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th C-54 (DC~4) all-cargo aircraft,

Traffic to Burope
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Board in two provious cases

end a contract by the Navy o carry freight weekly

ations in thc» Atlantic began in 1947 when it prov:.dod
the Provmcc of Ontario transportlng :Lnunlgra.nts
nited K:_ngdom to Toronto, 1nv01v1ng about 150 westbound fl:l.ghts.
under a contract with the Internatlonal

) of the United Nations to transport displaced porsons

In ad:htwn, it provided sorvices across the

4/

and

f the operations of Transocean are contained thore:.n.

s in this proceedlng, if its application is grantcd

This applicant COntends that

¢ best type to be utilized for the over—water flight

shorter hop operations i‘rom Shannon to the various

v
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Oslo, Sbocklolm, CopenhaLgon, Iondon, and back to Shannon, the second

via Ionc.on t) Brussols, Amstordam, Hemburg, Berlin, Munich, Frankfort

4/ Pagific-Northwes

iro,
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- - !

and return,

t-Hewali Service Case, Docket No,

ogean Alr

ines, Tnc,, Enforcement Froocecding. Docket No.

R537, et ale; Trans—

3244 .

nt a7l
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Transocean proposes a scrvice which would be provided on a scheduled -

basis and would differ.from those of the certificated sirlines primarily in the

cost of service to the shipper, Transocecan does not contend that these cargo

scrvices would consume all of its capacity and cxpects to continue to operate

_its aireraft and omploy certain of its personnel in the carriage of passengorse

Tt proposcs tha't its certificated cargo operations should be a scparate operatin;

{

chtity subject to such controls and accounting respongibilitics as the Board
may imposes In view of its othor activitics, Transocean proposcs to allocate
one C=54 nircraft and two C-46's to the certificated cargo oporationse It is

arfficipated that vorious specific aiveraft would be utilized to perform the

- operation between the Thited States and Shannon but that the actual portion

of the flight time on all the planes would be equivalent to the use of one air—
craft to .. poz_'form‘ this scrvice, Transocg;m proposes to operate ot average rates
of approximatoiy 65 cents a pound which results in about 3245 cents per ton
milc, Typi;cal ra"oes proposed arc 57 conts a pc?und betweon Now York ond London
and "73 cents o pound between New York and Rome, These rates arc approxXimately
2'5 to 30 percent below the currcnt commodity rates of the certificated carricrs
for shipments of over 100 pounds,s Transoccan con’oends thot V:L’oh thesc rates
and load factors of approximately 60_porconfo, ‘::_:b would obta:fjn a2 profit since
it COmpatos its broak-cven ncec’ on a 55 percent loag f'xctor. Transocéan asks
for no mail or parcel post muthor:.zatlon but s‘m’ood thc'b it is mlling to
accept the obllgmtmn to ’orunsport such ma:.l oy parcel pos’c. if thc Board finds
that it is requzrod by the publlc convcniunco and noccss:.‘by.

In ﬂssor’amg that its propo*soc1 opora tions weuld prov,ude publlc boncfl‘os

whlch c'mno’o or w:v,ll not be provided by the prosontly "uthorlzcd carriecrs,

Transocean points out that an orderly development of foreign air freight is

Approved For Release 2010/03/26 : CIA-RDP57-00384R000800220162-3
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during the postwar yggfgi%oth in regard to volume and.?ﬁiﬁ; of goods, It

cstimates that a substantial increase in the flow of goods betwecen the United
States and Burope will be continued in the futurc, Transocean assumes the
basic potential for air freight jé governed by the value of the gools, Ik
confines its estimate to the porﬁion of the géods moved betwoecn North Lmerica,
and Burope which has a vwlue of $1, 000 per ton (50 cents a puund), estimated
as upproxlmately BOO OOO tonse Utilizing a 4,?00 mile average haul, this
would reflect 1,200,000,000 ton miles per ycar, Without determining the cxact
amount which could be moved at the specific rate (j2u5 cents) per ton mile
wWhich it proposos; Transocean indicated that approximately BO;OOO tons ox
120;000;000 ton miles would be moved at a rate of 20 conts a ton milc; which
is eight times the total volume moved by all certificated carriers in 1948;

Transoccan pointoed out that this represents 10 porcent of the potential and

that as much as 25 percent might be obbained if rates wore reduced to as little
as 10 cents a ton mile, On the basis of its proposcd operations which assume
a 16;000 pound capacity; Transoocgn would be required tq obtain 9;700 pounds
average per flight; or a 60 porcent load faqtor; across the Atlantic, This
would amount to 4;035;200 ton miles por ycar as compared to the 120;000;000 ton
miles potential cstimated at 20 cents per ton milc,

Transoccan readily admits that its scheduled all-cafgo service in a
great many respects will not diffor frém that opcrated noﬁ or in the future
by the certificated airlines, Tt contends; howovcr; that scervice to the
shipper consists not only of frequency of sgrvico; operations to épocific
points and pfoper handling of carge, bubt of cost to thc shipper, In this
reSpect; Transocean conteonds ite services will bc substantially differcnt

from those of the othor carricrs, In viow of its basic premise that potential

bApproved For Release 2010/03/26 : CIA-RDP57-00384R000800220162-3



l |

Approved For Release 2010/03/26 : CIA-RDP57- 00384R000800220162 3

~ 16 - ‘»

Ty +
N

depends ypon the penotrwtlon of surf \CC movemont and penetratlon depends to

a great ¢
ER f}&ill. n
'pfcgcntiy
iThc“
:'bdsic cos
$hat 1%
8éfv1¢o
T éonton
haslﬁééém
sﬂch“lﬁxu
carrlcr;
to obtw¢n
?ntgro;t
bé made o
éperating
will nob
ocean has
by iés oﬁ
‘equity din

t0 operat

_din the fuburc,

; Tran
would be

presently

‘ g
| IR LN

xtent on red ctlon 1n cost to the uhlpper, TranSOCGan 1lcges that

| : 4

cortificate carrlors arc not provzdlng and canriot prov1de,
1‘ 1 ""v ‘\ - v

valldlty of franuocean’s contentlon must of n000351ty rcst on the
t or oxpcnse;estlmatos sct out,by:TranSQQQan. Transocoan contonds
k] ﬂenbnstrﬁ‘od in th'pa°t-its’6bility to provide éuloﬁ cost 5

\ A .

ds thwt ltu organlzation has none of the high oost ovorhead Which-
1
C a mark of‘tho COTtlfiCLth pirlines because it could not afford

rlcs.

doluxc alrcrﬂft,with major investmonts resulting in considerable
l . N ' b n
dobte.

!
ut of the r%tcs charged to passengprs, frcighf end reil before an
profit canlho shovm and that such type of organlz tion camnot and

pe qblovto oporaté ih the low cost ficld,
cquipriecnt %1ich Wés purchaéed‘at relati#ely low ¢ost and‘modlfigdf
n porsonncl;‘andua great portion of its'perSOﬁnei ac;uélly_dwp'ﬁn
the airlin%;. |
1

50 coan admi#s thqt not only muub it show the publlc benefits whlch
_ |

: o
certificatgd alrllnps, but that it must show thot its operationsg

|

Approved For Réle_ase 2010/03/26 : CIA-RDP57-00384R000800220162-3

rovmde a serllco to the publlc, ieee a low cost scrvice, Whlch the

becauée it has hpd to operate at a low cost to surv1ve economlcally.
It contcnds furthermore, that the oporatlon of thc corthlé‘ted
Tt is pointodvout that the sub?tanﬁial intcrost payﬁon#giﬁ%st
on the other hand, ;?qns— |

Transocean éonténds that as a result it has been able

c at low co#ts in the past and will be able,tb'continue to so operate

foered by its uowv1ce Wthh cwnnot anc w1ll not be prov1dod by the

in the h:t.g,hiy compchlt:gvo passenger markot hes requ:n.red ’ohose carrlers

P

e e e

T



g —

Approved For Release 2010/03/26 : CIA-I}[{)P57-00384R000800220162-3

1 -
would not have such agiﬁﬂ4erse economic effect on the g%ﬁgg‘carriers as to
endanger ﬁheir financial position, Transocean asserts that it will not divert
traffic from the other carriers bubt will incresse the penetration of the traffic
which is presently an untapped potential primarily moving: by surface trans-—
_portatioh. Transocean contends that the'cerﬁificated carriers in reality
are not concerned with diversion of the amount of traffic they presently carry;
but that they desire to reserve all future traffic for their own development
when and if they find it convenlent, Transocean contends that if it is certi-
ficated; it will so stimulate the development'of aily freight that the certi-
ficated carricrs will transport more air freight than they are presently
carryinge |

- Transocean points out that Pan American's rates in 1946 provided an
snnual yield per ton mile for cargo of 77,53 cents while in 1949; aftor sub-
stantial comﬁétitioﬁ by TWA; AOA; and irregular carvricrs such as Seaboard;
Pan American's rates provided a yield of 43 cents per ton mile, cherthéless;
Pan Americants cargo rovenue inercased from'$2;193;800 in 1947 to $3;492;§88
for the year conding September 1949, Sﬁncé Pan American alleges that this cargo
businoss has been profitable, it is obvious that tho deercase in cost to the
shipper resulted in greater volume and revenue to the carricrs.- Based on
thesc facts; Transocean contonds that if it is successful in operating at ro-
duced rates and'thereby incrcaging the air freight which is carried, the result
will be of benefit not only to Transocean but also to the certificated carrierse

Transocean also points out that the arguments by the certificated carriers

as to the limited potential and the lack of nced for an additional compétitor

based on the wused capacity in thelr own combination aircraft indicater a

Approved For Release 2010/03/26 : CIA-RDP57-00384R000800220162-3
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fundamental mi,sunderstandil(mg as to the needs of the alr freight shipper,

‘ Transocean ooxxtends that finlure of .the present carriers to reduce rates to
i’lll the unuoid capac Lty, partlcularly when they are adopting the added cost
theory with re rpect to frp:.\ght, f_‘urther Justifies a conclusion that they cannot
and will not wey bhe GOT t1 to ’phe_,e shipper and thereby stimulate freight unless
the Board cortificates Trqnfocean.

Acco’rding?to,;‘l‘ransoceax‘( Is forecagt, for its operations during the first
year its C~54 a"rcraft wilq. l\fl;y 627,744 statute miles while the C-46 aircraft
will be opcra’t,eii 535 548 mi 1‘\e*?. Accoyding to the estimate of profit and loss
for this first :{Gax‘ s opnratl?g revenues of $1,308 736 and expenses of 3;‘31,202 036
will be 1ncurre<1 w:.th a res:u}t:.ng net opcrating prof:_.’o of 5’;3106,'?00. This esti—
mate is based ox“ an assumed c?irect flying cost of 80,04 cents per plahe mile
for C=541s and '7(. «21 cents pcir plane mile for C~46's, The ground and indirect
~ expenses are calTula’oed at 25.9'7 cents per planc mile. W:Lth a resulting cost
of $1,06 and %Bl TO per planc Tlle for C-54's and C~46 13, respectlvely. This
estimate of proﬁ‘t a,nd "ioss 315 based on an assumed average load of 60,5 per—
'cen'.t of capacity, or 9,’700 pow.%nds in each da.rectn.on, with an average yield of

32,5 cents per. t n milce T;"t\nsmean proivoses to oporate its C-54 with threc
craws . conslstingiof ‘a capba}nr co-pllot', navigator, flight radio operauor or
purscr and sécorld-of“ficer, ‘ E.md\l its C-4bts with three crews consisting of

cap’c.a:.n, co—-pllot, and another crew menmer. The proposed schedules result in

T
3,224 hours annua.il] flying for Hhe 0-54 aircraft and 2,555 hours for the C—4b
. alrcmft. Transoc an expccts t\o rotate its crew members ﬂ‘om the C-54 on some
" of the 0—1;6 fl:.ght? 50 as to lgofap cach crew momber 's flight time within the
legal llmt of l, ?O hours pcr nnum, giving an amual average of 963 hours

per cre‘w, The schcdu] 08 as shovn by the proposed opcrations will not

rrp T o
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21l depart at the sanHmo from Shannon and thus the Yewt cc between the

United Statos and points in Burope will vary from 15 howrs to 4-1/2 days.
Transocean !s. actual cstimate ofvcargo to be transported is approximately 1;000
tons during the first yoar with a resulting ubilization of aircraft on the
transatlantic run of about 6422 hours per dayé

Esscﬁtialiy, Transoccan 's application is founded on a proposed benefit
to shippcrs of a lower cost opefation 5t ratcs approximately 25 percent lower
than those presently being charged'by the certificated carricrse The validity
of its cstimate of profit and loss depends upon its ability to operate the
number of miles proposed at as low a cost as its estimates show and still
obtain an avérage load factor at.the rates proposed sufficient to provide the
revenues shdwn. If its costé are excceded or if'its load factors are not
‘pbtained, a net operatlng loss is bound to cnsuce

Qeaboard & Westorne « Scaboard was incorporated on September 12, 1946

wiﬁh an initial capital of @20,0009 Subsequently, through sale of stock this
was raised to $192;337° Opcrations ﬁogan on May 10; 1947 undor a contract
using the one D0~/ which was ovned, Seaboard obtained a letter of registration
“from.the Board on July &, 1947 and; after two ycars of operations; had completed
584 Nbrth Atlantic crossings 1nv01v1ng 2, 750 000 revenue miles utilizing four
DC—4 s, thrce of whlch'werc lcased, Tn 1948 Sealboard purchased a second DCte
By the first of 1949, Seaboard had obtalnod a gross income of §3, 971,258'W1th

a nct profit before tgxation of $309,866 and the assets of the company totaled

$1,033,000, The principal operation of Seaboard was transporting freight across

the Atlantlc under its irregular authorlzmtlon and during the fiest six months

of 1949, Scaboard tranuportod a total of *,0713406 pounds of air frezght
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subordinate officers alsq have airline experience, cither in actual operations
or in sales and servicesy In view of thé actual opcrations of this air carrier
during the past three ycars; it appoars unnecessary to examine the gualifications
~of the subordinate pcrsonnei to @etcrmine_phg physical ability of the carrier

to opcrate the services proposed. However, the flight persqnnel of Seaboard
all have substantial amounts of flying on four-engine equipment, Of Seéboard?s
28 pilots aqd cofpilots;.all but 3 co—filots were captains of Army Transport
Command.airplanes during tﬁe war with full experience in international flying
with four—-cngine Douglas C-54 aircraft, These pilots average over 5;000 total
flight hours; over B;OOO flight hours in four—enginec equipment and over 2;500
flight hours in C~54 aircrafts They have logged more than 400;000 miles of
lover~occan flying; averaging more than 100 crossings of the North Atlantic,

Seaboard points out that tﬁe three international cerﬁificated American

/carriers transported 593;243 pounds of freight and cxpross across the Atlantic
during the first six months of 1946, while those three transported 2,916;629
‘pounds during the same six—month period in 1949. 'With t*e inclusion df freight
transported by Scaboard, over 4,000 000 pounds of air fT01ght were tranSpowted
in the first six months of 1949 in this area, Scaboard alleges that this sub-—
.stantial incroase in air freight carried demonstrates that a great untapped
potential is still available if propor rates and scrv1ce are prov1ded. Scaboard
estimates that during the first year of oporatlon; or Phase I, it would transport
in its own cquipment 4e5 million pounds casthound and 3,7 million pounds west—
bound; or a total df 842 million pownds across'the Atlantice An estimate of
Lie6 million pounds was made for the second year; Fhase TI, This would require

Seaboard to carry during the first year more freoight across the Atlantic than
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combined, based on the level attained during tho

s recognized that a sﬁbstantial amunt of freight'was

morgency:dﬁrfmg this period’due to the international

of the most controverted points in this procoeding

|

| air freight

potential which could be tapped by not only the

——

United States

L

carriers but foreign carriors as well, Mone of the certificated

————

carricrs madg
of potential
stantiallg.
data ava;iéb]
Commerce and
commdity ‘atnc
revealed in %
As a pra
of freight mo
Seaboard totg

value of one

 an absolute
was lirru‘:b’éq -
On the othor

¢ in the for

l

hése reporgs
lim.:m;ry baﬁs:l
veméntl mighﬁ
lized, by cjon

J
dollar or mox

estimate; rather, each merely stated that the amoung
ind could not reasonably be expected to incroase sube
hand, Seaboard made an estimate through itemizing the

>ign trade records of the United States Department of

the Bureau ‘o{.‘ Census ond analyzed the imports and exports by

by origin and destination and wtilized various factors which were

to indicate the cxtent of the air freight potgntia}l; |
s for ascertain-ing what portion of this total qulunlé
reasonably be ‘exl.oectec.i to be a.:ir freight potgntial;,
unodity; the. \.rolume of imports é.nd exports having a

¢ per pound, To this potential were added certain

- commodities which exporiech demonstrated would move even though their value

was less than
such as 3‘.nhc.';r
goods, the .];)h
ments as well
4analysis witn

in the areas

ont value in
n .

ysical charag

co®bound ~=a

0358 for Sea‘jboard concluded thot

A

i
covered by phis

a dollar pbv pound, . 4fter utilizing various judgment factors

markets, possible deboriorhtion in transit of the

teristics and the emergency noture of certain ship-

as the poséibility of developmental or promotional shipments, the

proceeding, therc were 593,000,000 pounds available

AN NN NN vimvnan s e T - L

Approved For Release 2010/03/26 : CIA-RDP57-00384R000800220162-3 00,000

as an absolute air freight potential



: Approved For Release 2010/03/26 : CIA-RDP57-00384R000800220162-3
Nt

.o et

pounds in both diréctions. Mry Drew, the aviation consultant employed by
Seaboar.d; pointed out that this estimte ropresents a potential from the entire
arca and that the amount which would be rcaiizod by an individual carrier or
by all American carriers would be affected by the number of points served in
cach country and the number and effects of competitors, Mo estimate was made
of the amount which would be carried by Seaboards

The president of Scaboard made a traffic estimate which resulted in the
anticipated 8,2 million pounds per yecar heretofore mentioned, Mr, Norden testir
fied that hc went through the potential set forth by Mr, Trow itom by :'.Ltem and
exercised his judgmenﬁ in determining what portion of cach category could
reasonably be expected to move on the ampunt of service which his company pro-
posés to offer, On this basis he arrived at the 8,2 millidn pounds per year for
hase I, The supporting data relating to the separatec categories was not
fUI‘nlahOd for purposes of cross—cxamination or analysis since 14 had been des broys—
ed by Mr. Norden who Dtude "when we had arrived at the :E‘wur'e, we were glad
to get rid of thc paperse" Tt appears significant in evaluating the traffic
estmte made by Sea.bogrd that an hiatus exists between the potentlal estimate
of Mr. Drow and the trafflc estimate, bridged only by the Jhoucht processes
of Mr, Norden which are not set forth in sufficient detail so as to be subjected
to a critical analysis, Thus; despite the voluminons data examined by Mgi Drew;

—

the traffic estimate depends solely on the Judgment of Mr, Nordens

Seaboard also estimated the number of aircraft miles which it would operate
to carry this amount of freight, Tnasmuch as the air freight was not broken
dovn by origin and destination points, an average length of haul of l;, 150 statute
miles was assumed, which reprosents an experience average of Seaboard in its

L2
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e mileago as

Seaboard caic

s of revenues
an estimateo

mittedly,'ﬁkm

tions between the United States and Buropes

bion utilizes

hivalent to 4,

a pound fr&nLGeneva to New York would be indicateds

_-2h -

An additional

e added to the 10 percent of the trips which continucd to the

sumed both for revenue and expensé purposes introduced
tion of these figures which is extremely difficult to

ulates that its average yield projected in Phase I

\ A
cents per flight pattern mile eastbound and 26 cents westbounds

Mre Nordenls cstimate that flight pattern miles of

000 standard miles upon which the actunl charges will

1 this basis average rates of 58 cents a pound New York to Ceneva

Parthermore,
by Seﬂboard involve an average load factor of 80
proflt boforc tuxes of bobweon 10 and12 percent in

s load factor 15 hlghor than that attalncd by any

domestic or

‘intcrnaticnal

alr freight carrier today, but Sex bourd contends that

due to thoﬂi

iéﬁibiliﬁj{bf 1ts demand service such a load factor is roaoonably

attainable.j

T —————— . .

the evening

capacity used the fllgh

l
3

Seaboard contends that rathor than scend a fllght out at 6:00 in
‘becuase it 'is scheduled for thﬁt time W1th only 75 percent of 1ts

b would be hold untll mre ncarly 100 percont capa01ty

was attainei. On the other hand Sonboard is uﬁW1111ng to mukc any doiinlte

. .t_._*
commitment s to how 1on§ the maximum pcrlou would be for whtch fhoy would hold
i - :
freight or an alrcraft % an attempt to obtain a 100 pcrcent load factor,
inn

particularly with rcspect to the'well known seasonal and dircctional unbalance

in freight

Tt is

national ficld requires

movement betw

Seaboard!s co

~’ L
g

the certification of a

een the United States and Buropcs

ntention that the air freight potential in the inter~

specialized all-freight carrier
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for proper developments It contends that none of the cortificated carriers

have made a proper cffort to develop vthe potenfial freight traffic which exists 5

a substantial part of which is presently and has been utilizing surface trans—

portation and that thése carriers wi£h ﬁheir primary intercst in the more
lucrative paséenger; mail; éﬁd exprosé‘tréffic cannot and will not properly
develop air freight in the future, It assérts that therc is a great air freight
potential presently being carried by surface transportation which can only be |
attracted to air transportétion thropgh a substantial rcduction in rates and
through the offering of a séfvice-pgimafily geared to the convenicnce of the
freight shipper alone rather than being given sccondary consideration on air—
craft and schedules primarily designgd to carry passengérs. Scaboard argucs
_that the whblo organization.of the presently‘cortificatcd carricrs is devoted
to paéséngers in thought and in aection and that‘in view of the subsidy features
of the méil Py these*barr;ors havo neither thé inclination nor the negd to
properly develop the air freight bﬁsinéss; Seaboard cxpresses the view that
rtylf.xcre is a fund&m@ntal conflict botween schedules designod to trans;nrt Passcen—
gg?s ana tho need of shippefs for conveniont schodules, It is argﬁed that the
?écto:é Whiéh develop substantial traffic flows in the passonger and mail

M i . N
portions of the busincss do not necessarily reflect the locations at which sub-

stantial flows of freight can be and should be developed, Seaboard points out

that therc is a great fluctuation in the nced for air freight transportation

as to time and location which not only does not necessarily coincide with the
fluctuations of passenger énd mail traffic, but often is diamﬁtricdlly opposed

to their needs, It thus contends that the schedules designed to provide.
adequate passenger service w;th accomodations in the aircraft for transportation
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prov:\.de entl:rely madeqmte space for frelght at certain times and

YAl dw B I

~ta1n po:m’c.s While prov1dmg groa’r. surpluses of unused spaco between

i
’oions at oth«ﬂr ’c.:.mcs. Scaboard bclleves ‘that duc to

» yield per ton mile in pea.ssenger ’crafi‘lc, a certlflcated carrier w111

prnper effort to developing air freight, It assorts

stantial volume of international air frcight will be |
i
.

is through thc opcrat:.ons of a nonwsubsidizcd carricr ong'xg:.ng in

|
onl'y, sinco that organizatlon must succeed or fail solely

1ity to devolop air freight and prov:.do adoquate service to frc:Lgh’c. )

Scaboard Stthcs ’c.hat a, proper dovolopment of a:.r frclgh’o will not

only tap %

iho su'bsuan’o:.cnl potentlal fro:wht traffic in high value commodltlcs

s
which now

moves by surji‘ace transportation, but will in fact create now markc'bs ;
AR AR S

and now 13

nes of ’orade‘

po————
by bringing cortain markots and producers closor together
NSRS T i . mﬁmwmw*

throug_h Tt
w

Domand scrvice. -
cortain agpects of tﬁe

‘the low cdst of its éervices s Sea‘board relies heavily on an argument that its

service,

peing a doman

o gpeed of aﬁrcraft.

. D]SCUSSION |
Beforc discussing t.he validity of the estlmated potontlal,

proposed services should be considercd, In addition ‘c.o

d service, 13 of morc bencfit to the sh:.ppors than that

T

. of the c:er’c.ificated ca
beneficia:l to shippors
a8 used by Seaboard 300
necessiuy
.Iiterally; it has been

is than in terms of "w}

J

rriors and al.so that thc use of all-—cargo planes 1s more

than combination planes. The words "demand service!

characterize its contemplatcd opora’m.ons must of

have a def:«.nod moanlng bcforc the concept can be adequately discusso&

defined by Seaboard less in terms of wha‘o it actuall;y

ot

1at 1t is not.

Pirst of all it is not a schodulcd sor—

TR AN

vice singe thcro will

ibo no publishecd schodulc.

The service will be operatcd
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when sufficient freight is aboard the aircraft to justify a departurce Furthor;,
tho rigld route concept will not be followed by Scaboard, which will send air—
craft to specific points whon froight is availablcs

From tho standpoint of the carricr, this concept of demand scrvice would

appear to result in extremely flexible opcrations, However, cither there will

be an operational problem in determining when and where cach individual flight

will operate or theorc will be a tentative schedule, no matter how flexible or

scerct, within the organization of Scaboard which will allow some planning by

crow mombers and operations personncl for departurcs. An airplanc just docs

Ry

mwt happen to be waiting fully gassed for a transatlantic flight with a crow

P s

aboard when a shipper brings the last nceded pound of cargo into the shipping

- yoom of the carricr,

From the standpoint of the shippor;, however, "demand sqrvicc " as here
defincd means lack of public information, The shipper will not know when a
departurc will take place, to what points it will carry freigh'b; or at what
time 4t will arrive at any speeific destination cxcept through por;onal contach

with the carricr, The attractiveness of this kind of scrvice will depend

primarily on an expericnce rccord or verbal information given by cmployces of

the carricr, To a:cortain cxtont, this docs not diffcer greatly from the Trelght

Vscrvices oi_‘forod to shippcrs by ’chc; cortificated airlines, Except for space
confirmed on a rescrvation basis, shippers do not goncrally know in advance
whether cargo thoy offor for shipment will lcave on any specific flight, How=
. evor;, tho& do know that a certain number \of schedules will be opcratéd botween
cortain points, In vicw of the published schedules of a certificated carrier,

a shipper will have more definite information on the amount of space which will
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From the standpoLnt of, the carricr, Scaboard!s nonscheduled demand scrvice

he ablllty to attain maximum load faetors,

[ imitcd somewhat, particularly with respeet to roturn flipghts, by the

Imdulcd«amount of sorvice, as the cortificated carriors
u

i

’ohc availabl :

|

re flexible operation offering substantial cconomi.cs

The apparent flexibility

some roasonable utilization of cquipment,’ Vhother a

c achiovcd along vith mximun loads on a nonschodulcd

Scaboard alleges that an ceonomical opcration .

, |
betwoen points where there is no freight mercly to have
\

Td scrvice of a ccrtiflcutod airline is more flexible thap

‘ .
ions arc opecrated at times, and flights occasionally

% Schednles are changed froquently to mect scasonal trond

s both Scaboard and the certificated airlincs try to

for scrvice botwecn points and plan on aufflclont fllghts

s h
|
il

urafflc.v ‘Scaboard, 'Wluh no publishcd schedules, is
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mcrély able to mako mQrc minutc cha.ngcs in 1ts opcr wtions \'1thout publlc notxcc.

—

On ﬁhe othcr hancL Scaboard ts sorv:.cos, h'av:mg no published schodu] c8,

|

wou.ld be

loss sub;ycht

to supcrvision by the Board and afford less advance -

ﬂa—m ing

by the shippc

puels

—

rse The published schedules serve to indicate the gonor:_;,l

level of

p——

:scrvicc bctwg.en'ppin'ts without the necessity of actual contact with

the carrier,

| ——

from the

Y

carrier whethier any scrvice is actually operated to certain points
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and if so, within what period of time a shipment can be transported, This

. _
type of service would be particularly wmsatisfactory to the sma.ll shippers

e

Tt could be very casily modificd by the carricr to fit tho ncod of any

ARSI

pﬂrtlculur large shipper. Thus, 1’0 is poss:.blo thg thc somco.a of Scwbo'xrd A
PR A ST S E -

TR ]

e i IR AR

on a so—called domand scrvice basis would rosult :Ln profc”cnco i‘or Jlarge

shippers and discriminatior&_g_gﬂqipgt»_sjrpa»lfl shippcrs.

Scaboard contends that the cconomic oxis’c.cncc of Scaboard withoub mail

pay would depend upon providing a satisfactory scrvice to tho shippers ond that
the Board could safely entrust tho supcrvision of its opcrations to the facts

of cconomic survival, This argument cntively ignores the fact that a certi-

ficated carricr is a common carrier chorged with public obligetions, A common

AR

carricr is not only obliged to provide satlsfactory scrvice to cnough persons |
to makc moncy, but is required to provide scrvice to all the public within the
1imits of its facilitics on an impartial and nondiscriminatory basis, The

Board camnot fulfill its statutory duty under scction 2(c) of thc Act in pro—

moting "adoqmtc, ceonomieal and officient scrvice by air corriers at rcason-

able charges, w::thou:b unjust discriminatgons, unduc preferonces or advqn’ofxgos,

_ guccess alonc as proof that the public intercst has beon sorvod. It mzy well

be that such success can be obtained more casily by granting unduc Droforﬁncog
A

or through mjust discrimination,
RURRRINRYIN = T

The lack of publishcd schedules makes morc probablc the providing of scr—
vice to a large shipper when and wherc he Acsires in preforcnec to the small

competitors This is not an accusation that Sesboard will dclibo.ratc‘ly make it

impossiblc for small shippers to use its scrvices, but mcrcly a conclusion that
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N
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L
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. N
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I

cven any nmin

1.mun amountJo
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Me of freight and express service, - Seaboard has choracterized -
its past serviges and its proposed future service as bulk freight transportation
and tramp ope;‘a‘bions.‘ It-is contended that its operations involved bulkier
and heaviér. shipme_nts thah the express~type shipments carried by the certi-
ficated airlines, . Informabion was submitbed by all parties relating to weight

~of shipments for a fwo-nmonth period under a definition of "shipment® agreed
| . 3/
upon at the Prehearing conference by the partiess  Under this wreed

dei‘:.nltjnn, an examination, of the shn.pmcnts carried by Seaboord, P Americe_n,
-n-..._.‘___ BT e .
TWA a.nd AOA susto._ns the. content:,on that the greater portion of Seaboard!s

shipment‘s were in heavier clagsifications than those of the certiin’\ted

carriers, According to Seaboard 's analeis, 59 percont of the total Poundage
C—————

carried by an Amer:.can and TUA cnurlng October 1948 and larch 1949 consisted

-.of shipments of 300 pounds or less whereas only .16.8~p-::rcont of Seaboardls

- commercial poundage was made in Shipments of. less than 300 Pounds, Approxi-

mately 50 porcent of Soabogrd Is ooml‘nercia;' poundage resulted from shipments
of more thqn 1 ton while approximately 16 pcrco;lt,of tpo poundage of Pan
American and TW_A'_ Waé in t.his cate_gorfy. Apprpximatcly 21—-1/2 percent of
Seaboard"s poundage was in shipments of more than 6- OOO pounds whlle loss

~ than 2 perccnt of Pan Amcrican 's and TWA's was in, tlus ca’cegory. Uron the
basis of this c?éta; Seaboard contends that its past .qp”crations haove. been in
. & markect prima._rily doveloped by Seaboard anc undeveloped by the certificated
carriers, Secaboard also utilizes this characterization of its service to

minimize the potential diversion in the. event of its cortification,

_5/ "Shlpmcnt " was defined as "goods moving from one consignor to one
consignee on one flight, ™

Approved For Release 2010/03/26 : CIA-RDP57-00384R000800220162-3
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*Althoygh, under ﬂhe agrééa--aéﬁﬂi%"i‘aﬁ of Mshipmént !, -the soeord cloarly

Scaboard ¥s | conclusions

vate brogks in Scabonrd's tariff worc Pay Tore Favorable for bulk shipronts

o ; i o g e i et i b T T I PR A
~than thosg, of any of the cortificatod carricrs and cncouragc! consolidatlon
0%, 7 e I aved

$U.s’oa1ns "g_hé',grqa'ber’ Bu, “freight propottions of Scaboard's shipments,

do not necessarily ‘foiloiv. Tt is-appiront €hat the

of shipments by forwarders and large shippors cven though sueh consolidation

might not have beon réquifétf to meot the noéds of tHe shippers, Soatoard”

These glo’partures ‘be:.ng

- of sh_Lpptrs who oould zlccumnulatc suff:.clnn’o ‘moundage to ictabe “the datc of

‘ dcpﬁrtuﬁrc Thusz sh:Lp
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t“ !

LS
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|
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L

aﬁahrd“a CXh;i.;bi..'b:S included <->n'c 'shibimnt of ;7;'955 pdtﬁlds
rato plcccs ‘sol:.clted by K'IM from the 1mtb'l.lc at 1a rgc..
nt of tho 34 shlpmcnns llS'de by ‘Soaboard r‘w..r:ng Octobor
1ch welghcd oveor’ 2 000 pounc‘s s 3 weore xnllltﬂry sh:.*omcnts s

a hcre 1ppiicq for , “and 3 wcrc consollc ated shlpmonts

for KIM v 1th 166 342 and 207 pleces, rcsncctlvcly. Of the romalnlng 26,-only

9 consist ed;of 1 wayﬁ: Lil whllo Jc.hc rcmm* ng 1'7 Weore accumulatod from 114
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waybills, Of thc 114 Wayb:u.] 1s, only 7 ﬂctually covered freig ht vweighing 2,000
pounds or morcs It is thus apparent that the definition of Ushipment ! utilized
in the procccc‘n.ng docs not cstablish the true nqturo of the freight business

of oither Scobkoord or the cortlflcatcd airlincs, An cxamination of the data
submitbod for Octobor 1948 and March 1949 indicsbos that tho weight of the
ihdividu:il plcces contained in thc' "’shipment " yocorded by Scaboard was approxi—
mately the samo as the weight of the individual piéces contained in the ship—
ments of the certifieanted cﬂrrwrs. |

 Seabonrd alleges that the weight oF the individusi picces in a shifment

hos né simificance in dotormining the type 'of traffic carricd by the vorious
ca¥ricrs or in the type of scrvice that is requireds On the other hand, the
cortificated intervencrs claim that duc 'bo. the groaﬁor fbcoquon@ of the com—
bination f]lghts and the availlable capacity on thoso fll”hus, o great portion,
if not all, of the shipments carricd by Scaboard could have,bcon transported

by bx*oakihg the shipin:ont into individual lots and consolidating thom upon
armv**l ot dostinations umbowrd tukcs the position that this was mpmctlmblo
bocausc in the ricla of mtnrnatlon'\l frclght customs cloarances are COﬂpllC"th
and time consuming md consular invoices must accompany shipmonts a.]_.ong with |
- the bills‘of charge and lotters of credit covering cntirc shipments. Scaboard :
"éontonds that shippers require their ‘shipments to be dcliw}ercd in one picee
: -é.nd xpcct thcm to be trans po'rtod‘in onc aircraft, On tho other hend, the
"over"o‘ix’;_‘ic'é.tod intorvenors fnolint' out that not only is it practicable‘ to move bulk
shiprhen‘os'cc'msisting'of smll packages in lots on various aircraft, but that
“they have done so many timos in the paste If in fact thorc is available on

the conbination aireraft the amount of gpace alleged to be available on the
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everage, 1t would appezz' *ha* brea ':Lng sh:.pnents after thcy are rocelvod by

‘the carxrigy and tranqpar‘o:_ng them c»n numerous comblnatlon flwrrts ﬂnd then

'rvecvdr'{solldatmg ILhem c>uld oﬂ c.g‘a f gter Se:z'v:Lce due to the great.er J.requency

of corbins ’olonti_‘ln.ghts ."’ T is oovnous that a shlppcr would *orei‘cr all of tho
p'ioé"es”"'ofi crcd'a'sbﬁé‘ :;hwment to px'ocecd on onc aj. rorafb 1f 1t Would not delay
"tho ultimate'doii%rory, in order to nin:Lm:Luc misplaced portlons of a shlpmon’o.

I,
If a'froquonc.r of onc,‘ .fll"h'b per dav or morc is attaincd wn,th all—cano aircraft,
- BUA

”“_ it appeérs probable t;q b sh:.ppnrs who como:l.no a lax ge numbm of 1nd:1.v1 dual o
" packagos ih one shipmrnt will p"ofor' the scrv:.cc of an all-<‘argo plano. On the

;R A 1
" other handl, “even the ?poratlons of Seaboard contemplate reshi. pmnrr and War\,bousipg

L = gtops which may provcnt the an“fl'ba of the daily all-ca"go sorvice i‘rom boing

’"abéilable to most of bho points,
’ \
A |

"'Echralon. - Wl’bl"l respect to cl:'i.vorsion, two quostlons have boon raiscd,
]

."'Thc c'crtif,kcatcd 1ntcr veners not only assert thdb co"‘m flcatlon oi‘ Sce board

WOuld dJ.vozt traffic i,n the future, bub .alse that the ma,jor portion, if not ‘
\ : ' ' .

"-all, of SCC bosrd s pas‘t traffic has actually consisted of diverted frcight.

‘In adqition to the gonoral d.ivcrs‘ion allegations, the cort 1i‘1catcd
g - . & ?' 2

':Lntérv'cnors attomptod tc how dlvcrsmn 1.1t;1 rcla’u:;on to speeifie smppors.

-~ The vvitnossos U.ull.LZGd by ‘T“IA and AOA tcstlfled that Scaboard had dlvertcd the
- | - : . |

accounts of cortain sh%pxrs. This tczs“o:m,on‘/r was basod on hearsaj ov:.dcnce and
not on persponal knowlodge, 'T‘ho E,ca.mlnor ruled tnat +he tcst:x.mony of thOuC
|

witnesses wpuld be giv?n no we Lgh’o unless facts supportlng ths Jcstlmony were

‘ 'bi'loughﬁ ‘c.o‘ nis attohtien by compe‘ocnb p*'oof in the rccord. L.Lttle attcnpt was
| \ ‘

made in mosp instances t) rpoint out any co*mc,tent ovmonco re1 a’omg to such
. ‘ 3

allcged divprsion, In thoso wabzmoos in vh:.ch spcc1f10 da’ocs and ‘figures wore
| |

: | ’ ‘
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placed in the record, svbsequent data required of Seaboaz'd relative to these

shlp*aers failed to disclose any substantlal correlatlon between loss of urai‘flc

by the certlfn cated carriers and a similar mcrease in traff:.c by Seaboards
e ——————— P s.iumwmuww"*“m b UM s

Furthermore, during the same ppr:.od in which d:.verszLon oy Seaboard was

"lerved su'bstantlal :anrea e :Ln fore:,gn air fre_Lgh‘o competitlon took place.
kSa.bena entered the air transportat:\.on field a'b apprommately the same time as
Seaboard in the 1atter part of 194'7, KI.M 1naugura,ted all—-fre:.ght i‘llghts in
August of 194’7, and TOAC as well as Ady France a.lso showed substant1a1 cargo
increascs in uhe lat’oer part of 194.'7 and early 1948. Desplte the Mamner is
rullng rela.tlve to the test u:umny of these witnesses, substantial x'ellance was
placed on the testlmony 'b,,r TWA in l‘bS br::.ef to the E}’amlncr. cherthcless; no
| crcdz_blllty has been glven to th:\.s ho 1S3y test:.mony.
| W:L+h resvec’o to past dlversn‘on!, J.t is dlfflcult, if not 1mp0851blc; to

t -

establlsh that there has boen any substantlal dJ_vers on by Soabo'ﬁrd from the

Yo

CGI"bl.LlC“‘tOd c*:c'r ors.e S:ano tho bogin‘qing of *he opcra‘o:ons of Scaboqrd therc

Apasanins

_has been such a rem{k"blc WI‘OW‘bh in the volumo of "rclght tr@nsported by air

across tho A” :mtlc ’ohpt it .rould appcar that Sceboa:c'd and the cert:.f:.cated

airl:l.ncs Bave boen dc;voloplng tho:Lr trafflc fronm tho samc trafflc pool.

:‘
»}'

‘g‘fith rcspcct to future diversion, the S:L‘buo.t:.on 1s not nccossarlly the

sama, Bm‘:h Scabo rd a.nd Transocoan adnit th'xt ab preuent rates o substantial

: {rrowth 1n a:r frei ght c‘mnot be antlcipatod. Each carrlor pronoscs to v'oduce

rates, by substantial amounts. ‘ Evcn assum:mg that a roduccd r:xtc w:.ll sub—

B

stantlally 1ncrcase the traffic to be carrlca, tho cortlflc tcd m.rl:mos mus’c

el e

meet tho rotes to me:nte:m the tra i‘flc tncy progontlf carry and to o'bta:.n a

——

gufficient portion of the increcascd potontml to rerlaco the 1ncor:e fron
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ﬂelght lost through’rcduced rates, Thua, cithor the cgrrio;'s w:ﬂ.l e faced |

1

w:\.th sul}stan’olul dlﬁrs:.on or thc robes u‘b:s.l:.zed by all carricrs must autrac’o

-

—

a suffa.clontly grcetcfr amount Ci;. fro:.gb’c- to ‘vromdo a net income from frc"ght

RSN,

5 MR R '\

Su'bs’c.ant:f.o.lly g,r("\ter than. that presently . shown, , ‘ i

p——

, \
gpace on; co mbmatlox\'x

carricd

of unuso?

in the past,

H'

plancs to transport all the cargo which Scaboard has

a

' In support of this argument, some rathor imposing figurcs

o

11 ‘
available ﬁn milos of _gpace were placed in the rocords For instance,

TVA showad thu’o in ’ohc(: year 1948 it had unuood capacity on its DC~4 passenger

aircraft PE

4,033 109

13,825,41’7 ton miles

£ 9,490 308 ton mllcs, an wmused capacity on 1ts Constellations of

“bon mllcs, qr a total vnuscd. capacity on combn.nat:.on pluncs of o
I \ ‘

Inar guing that this available space could have been

uscd to cprry the ireilight utili.iin;g.thc sorvice of Scaboard, TWA showed that

the actuo.lL wnusod spzicb on the critical leg between Gander, Newfoundland and

Sharmon, [
carricd a
by the amg

pounds was

rclond, or betwoen Gander and Santa Il:ia:cia, Azorcs Islonds, could h_avo“

|

total of 2,478,424 pounds durlng the yoar 1948, After rodu.c:,ng this
| \

ut of com%a‘y

still avaﬁ'.‘lﬁ_‘olo.'

mterial corried, a total unuscd capacity of 2 369,000

s |

TWA thon pointed out that during 1948 Seaboard

carricd 5%
by TWA ,,‘ or

able for t

States, the

carricd by)Sc

, n ‘ :
ley394 pounds between the United States and points in Burope served
slightly over 1/5th of the capacity that THWA had wnusced and avail-

|
|

118 traffié+ | In thé reverse dircetion between Europe and the United
t I o * - N
figures were 2,166,000 pounds available for the 200,536 pounds

R

The, certifi cntﬂ cari'lcrs arguc in th:Ls case that there 15 ample available

o

On paper,

——————— . — “‘M‘ -

cboard bqtvcon the peints scrved by thosc two carvicrs,
i

-

this appears *bd‘ adociuqt?ly disposc of the contentlon that there is a need fqr -

— ™

additional |service, - | - , \

|
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However, the actual availability of this space between the points nceded
~and at the times needed is scriously questioned, I:E' in fﬂct, such space was

really awfo.ilablc, a quost:n on ariscs as tn why TWL operated any all--cwrgo pluncs.

e

During the yoar 1948 in which some 13 willlion ton mlcs of unuucd spoce on com—
bination plﬂnes woro available on ’T‘WA, accorclmg to that carrlor, TVL actua.lly
carried 1 9'755,000 ton miles on all~cargn '\3.rcrai‘t whlch 1s less than 13 porccnt

of the vnused caracity 6n thu comblnatlon aircraft. The’ conclusinn is incscap—

T L

able that ‘o:.t;her' the spacc nn the combination aircraft. was mot avalleblc whoro

ahd when neoded of the operation of all-cargn aireraft was not henest and

S » BRChLGCu

efficiont management on TWA'S part, The answcr‘ may be that the available space

| S——

cons:‘.sts"c\.f averdgés. It moy bo mdo up of a great number ¢f instances imwhich
the Spa.cc was ut:Llizod over the cri t:.co.l leg at a tine not .utilizcd over other
scgments. Thc spacc“ma.y possibly have been available on cays of the weck on which
froight was not nortnlly éhippod The prcscnco of wnused space ‘on some fllgnts
wrbhnu’o cv:Ldenco that it wo uld bo ava :Llablo Lhon and where necdcd cannot be uso'd
a8 justification for pro‘ventinr‘r the authorization songht herein, A Sll’lllﬂl‘ Argue
ment was a'c’.vancoc"ﬁby Thn zmoL:LC'm rela’olvo to its corbination flights vhich
‘I'OQU.ZLJ:‘OS sinilor d:.spr S..L'bl’Jn.

The certificated carricrs also eontend that they have sufficicnt unuaec‘
specoon fhcir all~cargo fl:g,hts to carry tho traffic whlch will rove, and CAf
additional tz'afJ.lc is avallablo, that thoy have sufficicnt cireraft to put on
mre fl:.:/hts. On thc othor hanck, it is argued by Soabcurd that the allmcargo
fllghts of the certificatod carricrs arc Drimrlly run to handle company matorial
required 0’ support the “&SuC”‘"Ol‘—'I‘ﬂll operations, 'uf‘bcn mvolvmg shipment of

aircraft cng:t.ncs, spares, and: rﬂterwl too large to f£it into the cargo spaces

-
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- for a shippor and, as
cvargo f11 gh’rs of 7'T'NA‘ Juring 1949 620 665 pobuncs of oompany matorial was carrlod

as/agiinct 461 482 o

|
|
|
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reraft,

owdonce of ’ch:.s fac

Tt is contended that they are run on a schedule

y the covxvenicnco of the cortifica‘tod cdrric:r r;xthor th'm

it is pointed out that on the all-

comorclal cn.rgo a.nd 94{,000 pounds of m.lltary cargoe

Similarly, on tho fl:.‘rhts of Pan Amf‘l‘luﬁn 321 8’70 pounds of commny matcrlul

rocognizc that thc ope

found it
flights ¢

contract

‘either of

préber ¢
éir fred

A Sca
have boc

incident

i a dir

from the

the competition of no

EAYE0 . Tt is5 fur’fher

sht service,

{

|

|
|
a&v@ﬁfa g&; us
Lﬁring‘19487

|
i

ncludcd ’ohat

. 1
board asscrts
011y rosultod
pp-rtion of th

l
het rosult off

) doveloplngr freight B\wirless;

flights to nonschcdulod pointg.

nschoduled carricrs,

i

the o.ll;caJ“{;o or comb:m xt:l.on typo, ww.th wuscd spacc is not tho

in ’oho transportation oi‘ froic“ht. ‘

better serviee and lov{cr rates w’ncn had had to be instituted duc to
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ration of all-—cargo pla.ncs on schodulos is not

Some fllcrhus woro c:mcellod and thc a:l.rcmf'l: utll:.zcd i

Seaboard me'bS out that dosplte

wrguﬂd by Sc-abo rd that oven the cerbificat cd' carricrs

the hest

It is pointed out that Pan Amcricm

bally ab loas‘b s V28 pl'wccd on cmnb:u.natlon azrcrﬂﬂ: wlthout dcluys. It

tho oporwtlon of a1rcraf_‘t by the CO!“blflC""de carricrs s

thot 'bho fro:Lght operat:xons of the cortlflcatod C"I‘I‘lPI‘S |

h subordinatod to thcu:' pcxssenger and ma:.l oporatlons and have only

|
|

,rod o8 ﬂgalnst 393 2’7‘7 rxnmdu of ccmmcrcml cargo and 68,000 of mll:.tary

to c'mcol or roschcdulc nmrly 50 porcont of 1ts all—-cﬂrgo |

n

'fho frelght avallablo for such fllrfh'bs 2

Fitoria for det.ermnlng Whet.hcr thcrc is a neced for ano’ohor spcc:Lal:chd

Soabo'wrd allogc.: that

C :mcroasod freicht which has becn carrled by those C"I‘I‘lCI‘S

the stlmulq tion in tbe fr01cht notentlal wh:.ch has rcsulted

v b
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carrying 1 million pounds of freight during the first six months of 1949, the

trafflc of AOA, Iﬁn Amorwcan, and TWA during thls Same pCTLOd was appro*lmately

fivo times their traffic for tho fwrst 81x nbn+hs of 1946. §eaboardvconqludcs

that the real duvelopmcnt of thc freighp potcntial has baroly begin and that

.only through the lowering of rates to a minimum opcrating 1ovol conolstont with
tho 1oads that arc available can the rcal frelght potontlal be attained,

Soaboard contonds that tho volumﬂ of bu31noss b has, obtaznod operatlng
undor tho handlcapu of an 1rrogular authorizatlon dcnnn@tratcs the inadequacy
of the fr01ght sorv1co of the cortlflcatcd carrlcrs. The lg;tor reply that
Soaboard has obtalncd traffic by undorcuttlng in rates, offering illegal
rcbates, comm1881ons, ‘and advantages, and othcrwisc opcrating on an illegal
basis,

Tho rocord of the Invcstlgatlon of Scaboard & Wostern Airlines, Inc.,

Dockot Nb. 346 has bcon stxbulatod 1nto thls roeord and oonualns substantlal
OVWdOHCO that Soaboard hau orOfatod a cargo scrvice on an 1llogal basis, The
Ebard’ decision in this casc, dated Junc 5, 1950, contalns the finding that

Scaboard opcrated a regular cargo sorvice between designated points, charged

rates differcnt from thosc speeified in its currently cffective tariffs,

2

engaged in air transportation between points for which ratos wore not provided
in its cffective tariff, and violated other provisions of the Ach and Economic
Regulations, The present record shows that, in gencral, Scaboard!s published

rates were maintained below those for the certificated airlincs. The record

- Shows that, under the guisc of contract operations which the Poard has since

found to be common carricr operations within the séopo of the published btariffs,

Scahoard transported property at bcloﬁ its tariff rates, In viow of these
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car to have been in part rosponsiblo for at-bracting

C volumc of traffic carrlod by Soaboard docs not cstab»—-

v

6 f tho cor‘b1;1‘1 r"J,t-cd carmcrs are imdequato,

".{

Thus, the
i‘».,‘;,.,.,’ »'.; :

be towards rh(.thcr or not the CO'”'tJ.flC&tlon of an all~

on to tho prcasont authorizations would provide public

a c;rgo-—on“y oporator s both as a stimulant in the cxpcr1—~

3.rdstick to determine cfficicncy of opcra.tions of

pagsenger and carge servicc, have been recognized and
| e 6/

Board in the Dome§tic Air Froight Casc.' Nevertheless,

bc obtained in the abeoncc of a sufficiont potential
icr, if it is determinced that such potontial actually
hen "L'Iill :Jt be n'ocpssery to dCtermiﬁo whether Scaboard
d ‘of thcm, should _bq authorized to provide sueh scrvices
- wansocoaﬁ pomts out that during tho prarar ynars'
g 192,000 tons o f frei ght movod betwocn North Amcr:.ca
Transocean

age value of 50 ccn’cs pcr pound or grcater.

of thc 1ncroascd froight being shipped to Durope in

oxima ’oo'ly 30) 000 tons of goods in this value range .rould

Ce The certlﬂca’ped mtorvcncrs assert that hlStOI‘lC&]le

f chat dlrcctlona] unbaldnce in sh:.pmcnts botvoon tho United States

ntinucd durlng the postwar ycars.

obten.nlng of thc h:.gh 'chrﬂ.go load f'a.ctors proposed by

ot al., decided July 29, 1949
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Seaboard and Transocean, In part, thiz directional wnbslance argument has been '
. answered by Transocean in rointing out that the present situation is primarily
.attributable to the necéssity of repleniahing the goods and industrial equiv\-
ment destroyed during bhe war and that a substantlal part of the unbalance will
- be el:.mnated as soon as the :|.nc1ustr3 al machinery in Europe is functioning at
‘& normal pace, 'fransocean also pc_jint's' out that, while historically there was
a. great directional unba]ance in tobal trade between North America and Europe,
the exports and 1mllor‘bs in the hlgh value categories between the United States
and Burope were anproymmtely balanced in uhe prewar ycarse It is thus contended
- that the dircetional wnbalance will not exist when normal trade between thesec
areas :.s attained insofa.r as vtho_s-e catego.fies of freight which might utilize
air transportation arec concernocd,

‘Both Scaboard gnd T;:'ansbcean have mad’e oétimatcs of -the potential air
fro: ght. between these '11'(,:13. Seaboardts cstimate roflc,cts a potential of
685 ,OOO 00Q. pounds  per arnum botween the Unlted States s Europe, and the Far
East, while that o:f Tra ansoccan amounts to 300 000,000. betwreen’ North Amorlca
end Europes Those ostimates were arrived at through entlroly dlfforent sets of
roasoning and bobb appear to be somcwhﬂt opt:.mlst:.c. Those of Scaboard contain
a substantlal dircctional unbalmce of 593 »000,000 pounds as against 92,000,000
pounds, Thosc of Transoccan olimir_zato the unbalango. on the basis of a statisti~
cal abstract pfcparcd in 1942 by Jo Parkor Ven Zandt, The volure df trade
.utilizod as a basis‘iv’or dctcrmining the probable amount of postwar trade to
: Eﬁropc in neither instance is free fréﬁ the defect of utilizing years during
- Which a state of war either o?:istéd or was imminent, Admitﬁc‘dly;'-volumes of

trade in this value cc.tcpnry havc been achicved since the war approximately
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near the level which is estimated in one direction, from the thited States to |

Burope, |While it is posulb'Le that the flow of goods from the ’nited States to

. Burope mgy ‘be contlnued at a lev?L compar able to that now in existence and
. e e \

that the i‘low.oi' go'odEDfron Europo 66 the United States nay be increased to

. i
balance phis amountﬁ, Pv:Lrlence Was in‘broduced which requires such a con-

olusion.l Tt is more likely tr-ab the traff‘lc from the Umted States to Europe,
whic:h is: in parf 'reha.blllta:r:y 1n naturo, Will decrease as that from Europe to
;c,he Uni.ted S’oétcs ix?.creascs R to reach a relatlv.e balance, As pointed out in

the stat sfical abs’gract' pfeioarod by Mr, Van Zandb in 1942;, the total imports

and exports in the i}igh value ca‘clegorif' of more than 1 thousand dollars per

Justificption for an assumpbion which will increasc this total trade to 300,000

tons or morc per ygar in the near future, cven assuming that such trade rcaches

\ ‘
| - ! \ ’ ]

a state pf rclative balance, Furthermore, these cstimates do not represent

| , . ‘

g e , |

an estimhtc of what will actually travel by air, but merely a potential from

ton totaled approxir}natoly‘ 120_,000 tons ‘per years There appears to be no

|

Of primo il’:lpOI"L&l’lCO in this casc is the amownt of air f‘fcight which may

be realiped through the operation of either of the applicants or through the

which the air ’trouff%c ray be derived,
|

operation of frcighﬁ services at rate levels proposcd by the applicants, In
dé‘oermjhlng the rovc‘tznuc~ csti.ﬁmtcs , cach of the applicants estimatee that a
cortain portion'of the potential air freig’ht would move over their scrvices

: |
at the r‘p.to 1cvc1 {;hey propose and at the froquoncy of flluht oporatlons pro—
. ” S

L \

rosed, ;oaboard ut:Ll:chd +11o scr vices of an av1at:Lon consultant firm in obtaln—-

ing an 'cstlmotc of t ¢ air frmghb potontlal available betwoon the United Statcs
C | |
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hased on actual movements of froeight during 1%8 gs shown by thc export and

import reodrrls of the Burcau of Consus, In:.’o:.ally, in soparat ng that portion

of freight which might utilize air service at tho proper ra’ocs, the CI‘l‘bGI'la
wag to includo all goods with a valus of 1 dollar per pound, .Nevertheless,

to the total poundage having this value or rrbrc wore added many commoditics
with a lesser value uh’x.ch the consnltant bcliovcd oy knew were air freight
potenti'xl.. Out of the ’c.o'bal poundago shown by Soaboard 728 916 000 pounds or
72477 percon’c actually had a value per pound of 1oss than 99 conts and 4840 por-
cent had a valuo oi‘ lcgs than 49 cents per pound, Ac.mittcdly, the total figures
-suﬁmit’uoci by Soabo;mrd as potcntial reprosent more of an actual poténtial than
tho ;total' froight t}ransporto'd aeross vthe At].zm‘oic; but the inclusion of such

a substantial a.moﬁnt -f“"j-tl?- a value of less than 50 cents a pound raiscs scrious
doubts as to whothor mest of this 'brqffic is act'ually potential, . Transocean
amployed an outside consultant;, Mr, Van Zandt; t_c; qstim;atc the potential aiy
froight between the arcas proposcd and this _ostimaté was ngain based on the
value of vthe froights Tho witness for Tronsoccan showéd that during the

postv\_rar years o substantial "rkun’o of ﬁ'olgh’c was tr"nsportod in oxcoss of

that pricr to the Walrs Ho also utilized statistics from tho Burcou of Census
ghowing that approximately 192 million pounds of freight with a valuc »f 50
cents per po‘ufxdbor Loro m"vroro tranépcrtod belween the areas under consideration

immediately prior to the war,  Ubilizing a judgmont factor as to the probable

_’_7_/ It is assuncd that the same theory for comsidering freight with a value
of 50 conts per pound or rore as potential for air transporcation was utilized
by this witness as in Transpertoticn Sordes Mo, 1, United Statos Overscas Alr
Cargo Scrvices, published by the Departront of (ormerce in 1949, page 112, This
points out that dwing 1947 the chavges for air freight carricd across the North
Atlontic roprosentcd apprm"lmtcly 8 percent of the average valué per pound of
the COI"I'lOdlthu reving in the Thited States foreign trade by air,
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t afflc ;n postwa years as against tho prowwr years, the

| ' I

|

conc]uded t?at approx1mqtely 300 mllllon pounds would beo transoor cdi
|

1

dircctions !
’ |

ard and Tranaoc"an utlll od tho scrvices of outside con—

e

‘Tn a normal yva“
‘ A
\

s myrﬂk»

R

in cstab]+s

hing traffic potontimls, thc branslatlon of these potontlals

nization, Senboard eStimatCB that by operating.about

S —

8ix rowm

27 éents

ton milc
operatio
Transoco
rates we
per ton
conts pe
" tho Atla

cgtimate

Tho.firs1
frcqucn03
particuldr
and sccoy]
the pland
the volun

through S

- flights,

A trips .:-fper 3

"";ilo °

T ton milc

reek at rates wblch'Would prov1de approxnxately
B
_ 1 ‘
per ton mile durlng thc first phase of the oporations and 23 cents per
: - . \

for the scec

nd phase of oporations, they would obtain on their own
|

N a total oF 8,2 million pounds across the Atlwntlc. The ecstimate by

|

xnfs>aviation consultﬁnt was 10 pcreent of the robcntlxl moving if

\
20 conts_pcr ton milc and 25 pcrconﬁ moving at 10 cents

uld m&kc aVﬂLl”blo for Transoccan 20 million pounds "cross
\

rc lowerod Fo
Tran%oc0ﬂn then estimated a roductlon of thc rate to 32-1/2

Wwo

1tice, With respect to cach ﬂppllcant a proper evaluation of these

| |

rcvenues mus

d t be considercd in the light of two important factors,

is ythhcr rhc ﬂnoant oi traffic can be cqrrlod in viav of the llmltpd

of sorv1co Troposod and the eapacity of the alreraft to be usod

l;m ith rcs cet to the critical soctor betweon Gander end Shﬁnnon, |
|
|
d, assumlnv that the amount of freight ogtlmated can be carricd, vhetha'

I
can be opcrated at tho ostlmwtod COSLS, Tho 1nab1]1ty to wttaln

i’ | |
c of revonup\fr01ght on board cither becwusc of llmltatlons on capacipy
owsonel load fﬂcbors, dlrcct¢onzl unbalanco, or lack of frcquenqy of

\

rould decroa
|

g

Apr

¢ the rovonues pﬂr plane mile, Slmllwrly, the 1nab111ty
| !
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to operate at the planc »_‘5‘ :!:‘3 cost estirated would requirergreaber volumes per
planc milc or highor ratc}s per ton milc, - B

' Esscntidllj,‘the'volumos'éﬁﬁiCibdfcd by cither applicant can only be
attained through a dowmward rovision of the rate structurc applicable fo
froighte Both carr:‘.c'rs anticiiﬂ't‘o‘ -r%arcdticﬁions which would brinl‘g the average
revenue per ton mile appro timatoly 25 to 30 pcrcon’o bolow that pres ontly
attained by the cértificatcd carriors. The qucst:.on of whethor_ the proposcd
ratc roductions will incrcasc the ovor-ail’ "ox"afficf suffici.on‘tlyiv to result in
pro fi;mblo Toads is 2 mtter of judg}ﬁent; ‘Nci'thc‘r Soabbard nor Tré,nsocoan
have furnished :.myvstatistical basis for -cs’simting the incrcasc in tmffic.
which will be broughﬁ aboub by‘ the rodﬁo‘oibn in ratcs.

"It is moted that the average ratce on cargo carrded bj Unitod States and
intqrrio.tional and overscas carri.ors; ag shown by ﬁhc rovenuc per ton mile
{n‘t‘hc Torn 41 "cports;, decroased ol.pproximtoiy 30 porrcont during 194’7 and
that this dccreaso resu 1ted in approy1matcly 100 porcont increasc in the ton
miles and a 94 percent incrcasc in the tonnage O&I‘I’lOd. In 1948 at rates
averaging botireon 11 and 12 percent lower than in 194'7, the ton m:Llos of cargo
service porformed by Umtcd S’bauos, 1ntornablonul nnd‘ovcr'sms carricrs ine
creased noe.:cly 38 pcrcont.. Thus, although mo statistical basis has boon
forxv;rdcd by (*1bhOI‘ 1opllcant as justification Por thc cs blmtod traffic to
be carricd, it might be rcascnable to anticipate that a reduction in ratcs of
25 pércent would result in inereasc in traffic of as much ag 50 pC‘I‘COl’it.y Never—
theloss; it must also be recognizod that this increase in traffic must bc ,

" 7 N

ghared by Anorlc'm c'srtj.flcatod C'T..‘[’I‘lcl‘s md a't lOﬁst i‘ive foroign

e e R ki Buae b b i i

scheduled carricrs qs mol_- as any ap ol:u.carts COI"LlflC’ltOd 1mro:l.n,,

e s P Ty

83 = 2 n i

_8/ Tt is assumcd horc that AOA will not be opofating since the Board has
approved its acauisition by Pan Americana
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while S

duction

and cxpn.ndlng the §

of appr:xlmatoly 4

almst B

Otwiousu

those presently cffrcﬁlvo,would require cither a divorsion of a substantial
portion of the tra:f?c_prcsently carricd by the certificatod or forcign éarriors

or an,ircregﬁc in oX¢ess of lOO‘pmrccnt.

of 25 pcrcc t in tha

,1,;,‘

e e ey

. 'z
- ‘_ ot r’,',-"

nrQV1ously, durln' tho flrsu ﬁix monthﬁ of 1949 thc thrhp

pointed out

ated carrﬁ

Ts trunsrortod ﬂTnnst 3 mllllon pounds of commereial fr01ght

abourd car; cd awprayimauoly 1 milllon pounds. Aasumlnﬁ that a ro-

I
|

| ratos would 1ncrpaso thls tonnagc by 50 porccnt

- months tot;l to a yoorly ba51s, tborc would be an incrcase

llwon pounds, Shwbowrd estimatos that it would Cﬂrry

milllon poinds on its aircraft Q;cratod on almost a dally ba51s.

to carry this mugh frvight at rates 25 to 30 pereent lower than

3

The ostlmatod traffio which would b?
|

carricd by TranSOconn appears to be a more roasonable cstimate gincc it ig on%y

ono~fburb

h tha tof ScabOard but tho sorvmcc pwoposnd 1s only ono~th1rd ag grcat.

on tWO‘weokly round. trlps Transocoan‘Would have to obtain cargo in amounts

approximntcly tho saﬂo 28 the cortifiented carricrs arc now obtaining through

the oper

.twon of HUTQFOUS daity round trlpu on comblnatlon qircraf‘b plus ~pprox1—

mately . fqur vieokly Tquna trips with all—curgo aireraft, Assuming rates of “.

- approximdte cquality,

there scems no JuSulfiCLtloﬂ for the belicf that Trans—

occan Wikl obtain a hnghor rortlon cf the traffic por flight, if it obtains a8,

much, as

B

tthc.corﬁificntcd carriers in view of thelr morce frequent oprrﬂtlons.

s' |

t

potontial, substantisl g

Expcisc csbimates, - In addltlon to the problems raiscd by thc traffid

doubt O?lsts as to whother cither avhllcant can opcr"tc

within ita‘cxxmnSG*cstlmato. A namber of speeifie defects in the cost CStlthCS

were pointed out by F%n Amcrio Ole

1

Phn ANPTWCQH contonds that Transocean has

allowed‘an 1nsuff101?nt nurbcr of crows ‘o opcrﬂte the cstlmated plane mllCS.

|
|
| e PR % v L -- f
i - -
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Transoccan argues that the operations would result in a Proper ubilization of
plunc crows i th lcss than 1,000 hours per year by utilizing crews scheduvled
for transotlantic scrvice on DC~41's in part on the G-46 opcr'\tzon mj.d rotating
such crews to koovo thom Jolow the allowable 1,000 hours per ycoaxy . Using-Trans-'-
occanls caleulations, 96,3 poreont of the maximum hours of flying allowed by
the presont safcty regulations per crow will, bo utilizcds If ag much as 4
bereent of Transoceants flying is nonr'evenue, to achicve the revenue mileago
cstimated will require the addition of an extra crow, L

Tr;msog.:can also assumcs"tl ot landing fee oxpense would émotmt to 435 per

gﬂndmg, although the record shows that typical landing fees arc $58 for
Shannon, 5}68 for Iondon, from $100 to 4150 at Gander, and from 17 to %48 at
P@.rié; dopondihg upon the gross Woigh’p. Utilizing Tronsoccan s "proposed
schodules, it is apparcent that most of the landings will be made lo.t Shannon;
‘hﬁdon, anc Gandor vith o very small numocr at other points, Thus , the cstim
mated costs of 1a ndmgs would appear to be insufficicnt,

v , _ ]

Pon Amcr%i.g:an also allcgcs substantial deficicneics in Transoccan ts csti-~
mates fovr depreciation of cngines and other iflig}xt.oquipmont; for opcrating
expenscs Qf C—-46 's, and in various catogorics of ground and indircet expensc, .
Pan Amorlcan oty rtlcular]y pomta out that Transocoan predicts a tot*xl cost of
l393 OOO a er for ground opcrations at 19 statlons, or an average cost por
°tulon of sli ghtly mre than $400 a ronth, Spocific deficioncics in Sc;.board's
OXpenses werc also pointed out by Pan American, p'n.rtlcularly in utlllzmg fuecl
cstimate based on an average of 16 n‘on’c.c}s despite a clear indication that fuol

costs wore steadily going up through the cntire period, Pan Amorican points

out that Scaboard utilizes an average ground and indircet oxpense amuwmbing to

Approved For Release 2010/03/26 : CIA-RDP57-00384R000800220162-3
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higher load factogs or to charge highor rates

nne milce An cxamination of the dircet flying
Atlontic and Pacific Divisions of Pan Amcrican

rricrs wtilizing DC-4's during the year eonding

ch 31,'195
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creasing fron 31,18 cents per reovenuc mile in Sopt

nmilec despite its exporionce in ground and indircet
It appecrs quitc clear from thesc oxamplos
AR . " |

he cost they have cstimated,  Thercfore, coch carricer wi

in order

tontial Logsos.in_ﬁhgnabgencc of a mail pay subsidye.
hese spocific defoets, tho general lovel of cost ostimated
5 not corrclate with oxperience in the air transportﬁtio
ce, Transoccan esvimates thot it will operaté.ah'annual
atute miles, or approximately 150,000 milcsppcr Qua:tcr,

an average plqné milc cost for dircct flyingq@ipcnsoé

exXponscs

rcveals

iarch 31 )

ratc at less than a dollar por plane mile direet flying

c, m cxamination of the DC-4 costs of Flying Tigers for
rcquifomcnts, was only ablc to opcrate at 74453 cents
fbr flying operations as against 48425 cents peor plancg

e Transoccanls flying opcrations should cost more in

cquircnents for over-occan flyings The estimate for

cmber of

|
11

|
|

n
|
|

0 shows that this carricr, opcrating over land

ter detail, the data shows thnt Tronsoccan ostimates 57

5

porations thus appears rcasonable, Transoccan, however,
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ostimatos 14457 cents veor plane milc for dircet maihténance of flight equipment
as against 22,37 cents actual per p]ahc pilé costs of Flying Tigors. hc'direct
maintonance ostimate of Tvansoc an 1s substantially lowcr than that achwcvod
by any carrdicr in intomational or domcstic ailr froight transportation. ‘Trons-—
occan has statod thht this maintenance figﬁrc is basecd oﬁ the actual history
of ojaor:ztion's by Transo coan, Transocean has 6btained rmaintenance through
1ts subsidiary, the Aviation Maintenance Corporation, which also prov:Ldes' a
substant;al amount of mnintenancé for tho ﬁilitary depdrtmonts and other
carricrs, Without a rore dcbﬁllod breukdcwn of the allocat;on of costs in its
maintenance performed by this subs*dlnry, a possibility oxlsts thot the fully
allocated nnin’ccnancc costs were not charged to Transoccans

Similarly‘ TranSc)coan os’clmtos that it will opeorate tavo C--Aé aircraft
in Europé with an dnﬁual rmileage of 535;548-at appfoxihaﬁoly 7,42 conts per
plane file dircct flji’mg cxpensce A conparison of this ostimate with costs of
Pan .ll.mzriczxn; Lnﬁin Ancrican Division, National, Sl:.ck and Fljlng Tigers
indicates thot it is'néﬁrsub§tantially oub of-lino-brév1d1ng adequate utlllzqtﬂn
1s realized on- the oqdipﬁcnt.',Trnnsoccan admits thnﬁ a rathor low utilization
of C-46 aircraft will be achicved in its proposcd operations, ‘A compérison
_of the oxponsc ostimates of Sbnboard and Transocoan in the proﬁoscd'opérations
with thosc of tWO of the donestic freight carrwcrs; Sllck and Fly1n~ Tlgcrs,‘
and the three trans atTQntic cﬂrrlcrs; Fan- Anorlcnn, AOA; and TWA, 1is contained
in Appcndix: IIT for the ycar endlng‘Mérch-31,11950. Fbr pmrposes,of.chparlgén,
the c:tponsos por‘ ro\}ghuc ton milc and por available tén rmile o;ico s_pt far‘th.k

In addition to the fact thet tho dircet N"mtcnzinc_c cosﬁ cstimates of

Transocoari' appear low and sheuld be j.ncrcaScd to at lcast 20 cents per planc

Approved For Release 2010/03/26 : CIA-RDP57-00384R000800220162-3
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mile, the relat:.onsh

‘piof tho ground ﬂnd. J.nﬁlroct expenses ko the c:.rect flylng
!

exXpenses appears ser::.‘o‘s out of‘ lme. Por exe mp1 ey thc ground ond indirect
i

_V~

cxpenses of Slick re Tscr‘t f‘4 porren of j.fsstdiroct flying expenscs, for

Flying Tigers the grour]td and :anh,roc cocponscs are 61 56 pereent « f dreet
] . o iyt R sl
flying oxpenses, and fnr tho 1ntern'ut:.ona.3 cary :Lcrs, after ellmnetlng passcngor

|

sorv1co, the relatlons hip va I':LOS f‘m‘ﬂ. 91 percon‘o for Fan ./mor:.c'wn to €9,7 pcrcont
\

for TIW\.. rransocean es!'b::.r ates thdo ite g,round and indirect oxponscs will be

only 33.6 ao:c'cent of :.tf direct fly:mg expenses while Scaboord .cstimtes only
|

3Leb pcrccmt. It is C)ibVlOU.S thgt tn.e expcr*encorl rolet:.on of ground and in-
|

" direct ox-ocn.,c of cort:l. .LC&")OC" I'lOI'S, 1nc1ur‘1nc those in t’w ir fro_ight
busincss *;qthput tho bonoflt nf mcw.l e y, connot be disre 'xrdod in the cXpansc
cstimates of Transocoa;n and Soqurd. Utlllzn.ng the lowcst folu’o:mnshp of”

’ 61 pe;dén-b ihich is ach:n ovor‘ by Flylng; Tlgors, Lotl’ Tr"nuocoan 's and Seaboe rd Is
‘.'o_smtiifrq;.focs.w:uld nood ’o‘g}) bc r'\:}fcd by '1pnrox1mtcl;y 4 cents per avmluble ton ‘ i
} rn.lc, :an ‘in‘:ir.czxéc'orf 2? pefz{corit. Tt is obv:.ous that a 25 porcont increa ee in
on:;‘a_ting'; vc‘;sts wfau]’.d‘ rjlalfc ﬂnposs* blo an ocﬁmme oper“tzﬁn zit the retcs it |
propos‘:’oé.’ | ‘ o |
. _ i

Both "woﬁabo wrd and T;r' msocmn inc Luc’e cr\r“\paratlvoly smll allowances for de—

prcc:.qt:.on on the th oory Lh"xb Lhc‘ i‘l: ght oqu:.”)mont is almos‘o en’o:,rely depreeiated

Scu.board is llea smg a ﬁord port:.on oi 1ts oqu:a pmcnt and rnay have to obtain nther

cquipment which will be auogoct to dopwecmtlon. Bven if o CLCnI'("Clthlon 1s Cnn—

l

siddrcd, mior. mintén pce gonorally incrcascs ags thc oqulpmont ncars the ond of

" useablo lifgs Noither o pl:.can‘o appoars "';o havo allo:frcd anvthing over

o | .
expericncod costs for tho 1ncrmuod cwats wf an oxpanded ualos off“rt or wmioni~

| |
zation of pijots, The Tehtion of ground and :mc.’.lrec’o oxpenses to dircet
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expense is SHfflCantly out of line with the e3 pericnccd casts of certiflcated
cargp Gdkriers tor establmsh that mary of-these cost estimates are too low, Tt
is concluded that the expensc estimates of ooth,carrlers for the proposed

scrvices are insufficient,.

Ioad factorsg, - Upo_n curs-ovr'yv éxamiﬁétion; Transocean 'sl »estilﬁate‘of a

60 percent load factor appears much mpre reasonable than the 8 porecent estimate
of Séabéax'd. Hovrevor; the 50 porcent lc;ad foctor of Transocean docs not ;;\rcscnt
a true picturc, Since Transoccan'® forecast doos not inelude any. es.timat-é for
nonrevenue V:Cl‘;\ring, the load factor cstima%,ed on revenue flights would have to
" be highof than 60 percent to result in the rovenue equivaleht to that of a
60 poreent load ‘faétor on all flights.‘ During 194‘-8'- Transocean roportcd dircet
flyinglcxpenses for o total of 5 ,809,632 m.los which included 946,9'70 nonrevcnuc
. mllos, ropresenung 16,3 pereont of the total, Transo cean has assumed that it
would average 9,700 rounds utilizing a 16, 000 pound available load per flight
over the critical scchore . However,:np uUppOI"LJn" data was submitted to justify
: thlS mfrh an aval.wblo lond dOSpltc Jower: ﬂvalla'blo cgbimates in the roports

of a_yl:!T tho major cirlines using DC-/,, cargo plancs over similar lcngth_hops.
Traﬁsoqcan s own vo}:hib'j.‘ts reporting load factoré. on its cquipment uscd‘oﬁ
military flights in October of 1948 disclosed an availablo load of only 14;085
i:mmdfs. Soaboard cstimated a capacity over this critical log of 14,344 pounds
in an cagtbound direction after romoval of cquipment - formorly usod for passen—
gors, which rosulted in o lightor ompbty woight of the plano.‘ Thus, whilc o
‘ 9;700 pound load represents a 60 pereont load factor on a 16;000 pound capacity,
1t represonts a 69 percerit load factor on o 14:,085 poundlcapacity. Furthermore,
si.nce‘ as provious_fl;,r.:'.ndic_e:bcd sone noearevenue flying must Bo é.nticipatod', a

[y
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the hléh load factors ‘they have ostimated, The inability of thesc carricrs to
achlovo such loads in tho past when operated on an irreguler pattcrn with a
substantial o.moﬁnt of their operations on a plané 1oka\d charter basis is nmore
convinging proof of tl}cir };mbbablg lo‘ads than thelr statements of wha.t\ they wilJ;

achicve in the future,

Conglusionse ~ In summary, it is apparent thot{most of the\pu/bl.a benefits

which have been alleged by the applicants can be provided b‘yv the prescntly certi-

iy

ficated carricrs, An cnlarged resorve pool of equipment and £light porsonncl

can be obtalnod along with lower rates for shippors equally vell by the nromntly
certifice tod carricrs as by the appllcnnts. Only the benefits of an 1ndopenden'b
ya rdstlck to measure the efficiency of Fan American and VTWA in cargo scrvices
and the expcrlmontal va.luc; of a nonsubs:.dized cargo—ﬁnly operator arc the cx—
clusive attributes of the applicants.' - |

On the other hand, thesce bcnéfits c:'m be attained only through the,k
.attfaction of substantlial volumes of fz;eight to tho scrvices proposéd by the
applicants, either through tho divorsion of froi.ght.cglx;rioci 5.1; tho i:i«o’séﬁt rato
levels by the cort:.f:.cﬂtcd airlines or thrcugh mcrn;s‘od ncnotratlon of surfac

trafflc at 1owcr ra’oes. - In c:l.thor case, addltionul cost to the Covernment,

will cnsue. Tho magor po:c't:.on of the freoight C’II'I'lCd by the cortlflmtod air—

o .13.nos, 1eCe 80 perccnt is tra.nsportcd on combination 'llI‘CI"‘f'b. Those flights

are operatcd pr:.marlly for the benefit of passengers md na"rl and the diversion
o:E' fréight rovetiue from these flights will result in incrcascd cqst 'bo, be
absorbed through mxil rates, To the extent that: ﬁ'cn,ghb carried on al]-—c'\rgo
.plfmcs oper'\tcd by the prcsontly certificated airlines is proi‘ltablc, the

diversion of this freight or the reduction of the revenuc from this freight
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he Government must be ouiwelghed by substantial bencfits.

nefits arc not demonstrated to be greats
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Only if

ase in traﬁfﬂLC‘ volume obtained by reduced rates is so great as to
n m_czreased; het revenue would the reduction of rates do other than

Tt has not been, established that the

Substantial

Here the

applicants Jhave po:'mted to the policy statements 'of the Poard in,

the Domegtic Air Fr01 vht Gase and contend that ’c.hcf govern the s:.buot.lon in
\

. the prcs(nt prococding. Apply:.ng th:.s pollcy to tho facts of the prosont o

| - |
casc docg§ not :.oquiﬂc the conclus:on that an mtermtlonal air frolght opcrator
, | |

.Should bg oor‘oificaﬁcd at this time, Tho mtornatlonal frc:.ght flold dlfi‘ors

_ | , ;
. ‘ |
substantially from the domestic, Intornatlonal commeree, since it is betweon |

T . " ' L

nations 4s contrastad with domo,stio CONMCICe b_otwoon,poinvts‘in various states ,‘
bl F

is much rorc sub,jcct to the vagar: cs 'md whims of :Lndl‘VJ duals and govornnonts.

o |
;Entornational commorcT 1 as long bc'on subgoctod to J.mport and oxport controls, |

‘ lmnotary restricbion, |

|

rc.‘ohcr t}fxan by the in Lorosts of mtcrnat:\.onal comxnorco alono. For L,yamplc,

and other 14 rm.tatlons dlc’co.tcd 'by n‘.tlonal interosts

whilc thc: :anroasod v lumc of truj;flc nccosswry to ok an alr transporb tlon |

opcro.tlon succcssful Tu’c. lox or r'ztos m:.nht normall,; flou from roductlons in

a.tos, tivxesc mcrowsc migh’o ca s:]y bc rcstrlctod by a formgn govornmont ro—

quiring a roducm.on i

amount of "-iOI‘VlCO. Furthcr, in tho international air

transport fiold, the plans of carriors and'of tho Civil Acronautics Board arc
to a great oxtont dop'dndont'upon agrcemonts with foreign governmentse  In a
ficld ‘subjootcd"c}o the number of restrictions herctoforc indicated, it would

scom wis¢ to procced yith caution,
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It cannot be seriously contended that aj.ir freight will not be developed
without the certification of ﬁhe applicants, It may only be urged that their
cortification might expedite the full development of air transportation with
iﬁcspcct to cargo, MNo statistically satisfactory formula for judging the amount
of traffic which will be. doveloped by the proposcd reduction in rates has beon
advanced, No one h#s osbablished that the traffic .po tontial at the presont
rote l\ovel has yot been i‘ully devolopced, It may well be that the proposcd
roductions are not sufficicnt to incrcase significantly the traffic to be

carried and that only by drastic reductions far boyond thosc proposcd could

‘mass air freight be developod. If this is truc, it is apparcnt that the

reductions in rates to develop mass air tr ansportation of cargo must awa:z.t
further 1mprovcmonts in aircraft which would provide lower oper'wt:mg costse

In any casc, in the presont instance wo have only the unsupported Judgment

of the applicants that tho reductions in rates will result in the assorboed

volumcs of traffice In viow of the narrownecss of the margin of their profit
and loss and the infirmitics of their cost estimates, it would appear that the

certification of additicnal all-corgo carricrs at the present time with prosent

day cquipment would be more likely to result in burdening the Federal Treaswry

along with bankrupbing the now corricrs, While tho kapplicants argue that it is
the concern of the stockholders of Seakoard and Trmsocoun, and not of the Board,
a8 to whethor thelr operations result in financial success, the Board has pointed
out proviously that the syccess or failurc of any major air opcration of 'a
commer cial naturc hﬁs a decided cffecet on the financial stabili’ﬁy of the industry

9/

as a wholea  Furthermore, the uncconomic operations of the carricr, cven though

9/ Watorman, Now. Orleans=San Juan Scrvice, 8 ColeB. 641, 645 (1947),
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1.1.n§'u'b=rid.izcz:;,'i,g W:x.ll; place a sub-l'bantlu.l burdcn or% the prosen‘oly cortificated
o | [
Qpora afions, On ’oh]: basis of the prosont rccord‘; 1;110 Board should not take such

oo |
risksq. Since i,’c. docs not appeey that tho publicx bencfits inhcrent in the score—
; : \

proposcd by rd or Tmnsoccm could bg attained without excessive

‘ Ju .

it is nccosTﬂry to conc]v.do thot tho publ%c convenicnee and necessi ty

‘1

gk

LRE

0t roquire; the sorvices applicd for,

o i
A yiow of fg.hls conclusioni no worttwhilo pu;poso would bo sorved by

’ |
discugsing wh@pw the evidence of reecord relat:l.%zg to past vieclations provcnts

; ﬁp\cl:irg Tr“nsocoan or Scaboa;'d é.‘lt, m_llz.ng pnd ?blo to provide the sorvices

i \

ﬂnd comply w:Lth thc provn.sior;s of tho fct, I'b 1? apparcnt that both C(‘LI‘I‘ZLCI'S
arc prysimlly ablc to provida t.hc sorv1cos. Thf only question is whether thcy
r

gre fit, in view of their past conduc’c. If the §o"rd should disagrec with thc
el i o pasy ;“ e

Examnor and, gqpqlude ’qhe services '\rc; requirod it io esson*bh 1ly a pollcy

mattey to deb v:;'mi G whcthor tho v1olwtions wh:Lc he Bard hg,s found in 1ts

| \
dec;.aiar;s are 't;jgffl clcnt to ,requiro a nogative, f;ndlng as to- 01thor applicant s

;gl'bn%S" % Y;'g_‘ola’c:!.ons oi‘ dn.fforcnt choractgr 30 allogod or sghown by cv:Ldonco

__gro_d,ucod hoxfoin. In gcaneral‘1 thc ev:.dcnce mcrgly astablishes thoe contlnuancc

: S
. %éz the previo goutr'se of conduct.' Thus, no ch@mcndc«tlon will bo mede as o0

‘% . "{; R

<h9 f;lbncss of thc nplicnnts.
| REQOMJ ENDED Dnc;sxog

fl“hcrg_fqrqf based on the fo:‘cgo:.ng dlSCU.SSiO? and all the- facts of rccwd
i Lol i ; k ¥
- ‘ |

;L,? ,igz r'ocoruncnc‘icd‘ that the Bo*rd £ind that ‘c,pe pl.hbllc convenicnee qnd nOGOSSB.'by'

' %@ ;iqt, at th,o proscnt time rcqui;-c the certi:flca’pion of cither Sca bo~rd & J‘ostern

; \ \
35 Tygqs;occa,n 'po prov:.do ﬂir tmnsportﬂt:.on of p§cpcrty bctwoon tho Uhited St"vtos

Eg{p;gq, wnd tho M:Lt.ddlc Eas:

!
gpo Uld bO donigedg "

angi the applica’olon:'; in Docket Necse 3041 and 3818

|
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